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ARMENIA 


Yerevan Mayor on Winter Fuel Problems 


944K0436A Moscow RABOCHAYA TRIBUNA 
in Russian 15 Dec 93 p 3 


[Interview with Vagan Khachatryan, mayor of Yerevan, 
by Vigen Sarkisyan, RABOCHAYA TRIBUNA corre- 
spondent; Yerevan; date not given: “What Is Happening 
to Us; It Is Impossible To Abolish Winter, Even by 
Order of the Mayor of the City of Yerevan”) 


[Text] In December of last year, Vagan Khachatryan, the 
chairman of the financial commission of the city soviet, 


problems 
a drop in the bucket. It is said that the mayor succeeded in 
assembling a team that is quite good. Our interview with 
Vagan Khachatryan started with this question. 


{[Khachatryan] I can vouch only for the work of people 
from my immediate circle, but, anyway, it is difficult to 
keep an eye on the lower levels. There are rules under 
conditions of a general deficit with which it is impossible 
to cope. If there is a deficit, then someone will certainly 
take advantage of it. It is very difficult to fight this. 


[Sarkisyan] Nevertheless, the winter is no less severe 
than last winter and, judging by everything, Yerevan 
residents will freeze in their apartments once again. 


[Khachatryan] It is clear that it is necessary to keep 
people warm in the winter. But how? To provide heating 
under such difficult conditions is fantasy. There are 
doubts in this regard even at the higher echelons of 
government. 


We proceed from an estimate of the need for 11 million 
kilowatt-hours of electric power per day. Today in Yer- 
evan, 16 million are required, which under summer 
conditions means two hours during the day and six hours 
at night. The requirement increases in the winter at a 
minimum by a factor of two. 


We are no longer relying on gas; therefore, we are 
attempting to resolve the problem of fuel oil. There is a 
real possibility of storing 200,000-250,000 tonnes of fuel 
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oil. But the Georgian problems are continuously upset- 
ting our routine. If, God grant, the road opens up, then 
all of the acquired fuel oil will go for heating. 


[Sarkisyan] There is talk that Yerevan residents will be 
issued kerosene. 


[Khachatryan] For the time being, we have been allo- 
cated 4,000 tonnes for distribution. However, Yerevan 
needs 45,000 tonnes, but for us it is realistic to receive a 
total of 10,000. There is a decision of the government of 
the United States to deliver kerosene to Armenia at the 
end of November. Of course, the Americans are setting 
conditions—to distribute the kerosene free of charge; 
moreover, not to everyone, but to individual strata of the 
population. If we are allocated 35,000 tonnes, then the 
problem will be resolved. 


Together with all of this, there is also one more serious 
problem—the municipal electric network is in a very 
difficult position—worse than last year. 


[Sarkisyan] Do you not think that it is high time that 
Yerevan received the special status of the capital, fol- 
lowing the example of Moscow? 


[Khachatryan] I have had a lot of contacts with repre- 
sentatives of Moscow and St. Petersburg, which have 
their own government, and I came to the conclusion that 
economic independence provides quite a few ways of 
replenishing the city treasury. 


P.S. I have rarely seen leaders of high rank who are 
pessimists. The mayor of Yerevan is also no exception. 
This is good. However, winter is already in full swing, 
and it leaves no chances for particular optimism. But the 
problems are just like those of last year. In addition to all 
of this, an acute shortage of food products is making 
itself felt. The new national currency—the dram—does 
not yet enjoy popularity among merchants. As before, 
they are demanding either dollars or Russian rubles. 


Conference Considers Measures Against Drug 
Addiction, Trafficking 


94WD0128A Yerevan HAYASTAN in Armenian 
24 Aug 93 pp 1-2 


[Article by Artak Chagharyan: “Combating Drug Addic- 
tion and Drug Trafficking in a Systematized Manner: 
Meeting at the Offices of the Republic of Armenia 
Vice-President G. Harut’yunyan”’} 


[Excerpts] On 21 August a conference dealing with drug 
addiction and combating alcoholism was held at the 
offices of Vice-President Gagik Harut’yunyan of the 
Republic of Armenia, attended by the following: 
Republic of Armenia Minister of State Armen Ghaz- 
aryan, Karapet Rhubinyan, head of the oversight agency 
under the President of the Republic of Armenia; Avet 
Grigoryan, member of the Supreme Council’s Perma- 
nent Commission on Health and Social Issues; plus all 
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ministry and agency representatives whose work deals 
with these fundamental issues. 


In his opening statements the vice-president noted that 
much effort is being expended on this problem, which is 
of serious magnitude. Of great concern is the fact that at 
the present time drug abuse is spreading rapidly, partic- 
ularly among students. According to a public-opinion 
survey, 83.7 percent of those polled consider this to be a 
very serious problem. Fifty-four percent responded in 
the affirmative to the question “Are there any drug 
abusers among those people with whom you associate?” 


“This meeting should not be the last one to address this 
issue,” said Mr Harut'yunyan. “It is essential to carry 
out fundamental and consistent work efforts.” 


The participants in the conference presented their views 
on the subject. 


Republic of Armenia Minister of Health Ara Babloyan 
stated that last year his ministry had submitted to the 
government a number of proposals aimed at resolving 
these fundamental issues. Serious work continues to be 
carried out jointly with the Ministry of Internal Affairs 
and the Ministry of Justice. The conviction was 
expressed that an individual agency working separately 
cannot achieve results. Mr Babloyan stated: “There is a 
need for a systematized plan, implementation of which 
calls for the creation of a special commission (taking 
international experience into account) under the presi- 
dent, vice-president or prime minister. The ministries of 
health, justice, internal affairs, education, and social 
services, the public prosecutor’s office, as well as public 
organizations and organizations dealing with the dissem- 
ination of information must be involved in these 
projects.” 


The minister went on to state that as of | January 1993 
there were 1,113 registered drug addicts, 796 of whom 
were enrolled in a meuical help program. Drug addict 
figures break down as follows: 0.01% are 18 years of age 
or younger; 50% are between 19 and 30; 31% are from 31 
to 40 years of age; 14.5% are between 41 and 50; and the 
remainder are over 50. Forty-seven percent of the total 
are blue-collar workers, 10% are white-collar workers, 
and 3% are students. At the present time there is a 
150-bed drug addiction treatment center in Yerevan. 
There is a similar 50-bed facility in Gyumri, plus 47 
offices in various rayons and cities in this republic. 
Much attention is being devoted to the question of drugs 
produced in this republic as well as drugs brought in 
from elsewhere. Mr Baboyan noted that this issue was 
seriously addressed at a recent meeting held with Min- 
ister of State A. Ghazaryan. A decision was made to hold 
a special conference dealing with the issue of habit- 
forming drugs and narcotic substances. 


Sergey Aslanyan, chief of the of the Ministry of Internal 
Affairs directorate which deals with drug trafficking and 
combating drug abuse, discussed the work being done by 
his directorate and its results. He particularly stressed 
Operation Poppy-93, in the course of which a large 
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quantity of narcotic substances was discovered and 
seized. He noted that the Ministry of Internal Affairs 
considers it essential to pass a new law, which should 
specify a number of important provisions: drug addic- 
tion must be differentiated from drug trafficking, and 
Article 44 of the Code of Administrative Violations must 
be revised. Mr Aslanyan also stressed the importance of 
establishing a special coordinating commission. 


Artavazd Gevorgyan, chief public prosecutor of the 
Republic of Armenia, noted that certain groups are 
engaged in drug trafficking for purposes of financial 
gain. Judicial practice in the past has been quite severe in 
this regard. “At the present time we must apply existing 
laws, and therefore we must first of all uncover these 
criminal enterprises,” said Mr Gevorgyan. In 1992, for 
example, 162 crimes were reported but, according to the 
prosecutor, “who knows what percentage this represents 
of total crimes—probably a very small percentage.” One 
hundred eighty four crimes have been reported during 
the first seven months of this year. Mr Gevorgyan is 
convinced that these numbers will grow unless all of us 
concentrate our attention on this area of criminal 
activity. It was reported that all rayon and city prosecu- 
tors have received instructions to cooperate with and 
— the 4th Directorate of the Ministry of Internal 
Affairs. 


Hayk Harut’yunyan, chief of the State National Security 
Directorate of the 3rd Main Directorate, stated that his 
directorate works in the area of identifying and neutral- 
izing groups involved in drug trafficking. They consider 
it essential to close down those routes by which narcotic 
substances are being brought into this republic. An 
extremely important element here is the problem of 
“open borders.” The State National Security Directorate 
considers it essential to draw up and enter into a bilateral 
agreement dealing with drug trafficking and, together 
with counterpart agencies in other interested countries, 
to establish a permanent body which would exercise 
oversight, as well as to establish a data bank. It is 
considered to be of utmost importance to provide 
weapons and equipment to agencies combating drug 
trafficking and drug addiction... 


[Paragraph omitted] 


In conclusion, Republic of Armenia Vice-President 
Gagik Harut’yunyan noted that the campaign against 
drug addiction and drug trafficking in this republic will 
in fact assume new forms and new attributes. We shall 
find ourselves in a grave situation if we continue to 
proceed as before, if under conditions whereby changes 
have taken place around us we fail to have at our 
disposal a comprehensive system. Of serious concern is 
the fact that at the present time an organized campaign is 
not being developing and that we are short of equipment. 


Mr Harut’yunyan commented that it is impossible to 
solve the problem through punishment alone and by 
merely taking administrative actions. He stressed the 
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importance of national dignity, the factor of education of 
youth, and of effective publicity. 


“There are at least two things which should not exist: 
begging and drug addiction,” said the vice-president. 
“Perhaps these two are not comparable to one another, 
but both are alien to our national character.” It is 
absolutely essential to eradicate the causes of this evil. 
For this reason the establishment of a substantial, well- 
designed program is considered a prerequisite. It is very 
important that each and every citizen realize that he 
cannot stay outside this campaign. Widespread publicity 
is essential: the people must understand the enormous 
danger pres nted by drug addiction and drug trafficking. 
Mr Harut’yunyan stated that 52 percent of those polled 
gave an affirmative reply to the following sociologically- 
oriented question: “Are you concerned that a child or 
relative of yours is a drug user?” 


Mr Harut’yunyan noted that, unfortunately, drug abuse 
is widespread in the schools: not as regards level of drug 
addiction, but rather the fact that a large number of 


young people are trying drugs. 


The situation has become calamitous at higher educa- 
tional institutions: a large number of students not only 
try drugs but develop a need for them. “At the most 
highly-disciplined higher educational institutions, even 
drug abuse is of a widespread nature,” said the vice- 
president. “The fact is that we do not have working 
mechanisms within the educational system.” A situation 
of inertia continues in the field of medicine, involving 
narrower and more costly means of combating drugs. At 
this point Mr Harut’yunyan stressed the importance of 
differentiating drug addicts from those involved in drug 
trafficking, whereby the former, who are sick, must be 
given an opportunity to become cured, while the latter 
must be severely punished. 


“We should not allow the problem of drug addiction and 
drug trafficking to develop into a full-blown drug mafia, 
for otherwise we shall not be able to root out this 
phenomenon,” said the vice-president. 


Gagik Harut’yunyan then proposed that all submitted 
suggestions and questions formulated at the conference 
be reviewed and further developed. Within one week’s 
time they should be submitted to the President’s staff, in 
the process of which all suggestions and proposals should 
be systematized and computerized through the efforts of 
government and the president’s staff; he proposed that 
Vice-President of the Republic of Armenia G. Harut’yu- 
nyan, Minister of State of the Republic of Armenia A. 
Ghazaryan, and K. Rhubinyan, head of the oversight 
agency under the president of the Republic of Armenia, 
be tasked with summarizing all suggestions and pro- 
posals and submitting them at the next meeting, which 
would take place in two weeks time.... 
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‘Rapid’ Increase in Armenia’s Drug Problems 
Examined 


94WDO0128B Yerevan YERKIR in Armenian 24 Aug 93 p 4 


[Article by Armine Ohanyan: “Drug Addiction Is a 
Growing Evil’’} 


[Text] I heard about drug addiction for the first time during 
my student years, when I unexpectedly found out that the 
father of a respected, cultured family had himself acquired 
narcotic substances for his adult son with a family of his 
own (in order to protect him from bad batches and other 
dangers). As amazing as the story is, it is also emotion- 
charged. The subtext noted the almost magical, devastating 
power of the so-called narcotic substance. 


Questions linked to this monstrous phenomenon, how- 
ever, are not in the center of the public’s attention at the 
present time. These issues are constantly being passed 
over in a kind of sickening fear or puzzling silence. In 
elite circles even talking about this terrible ailment is 
looked upon as ignorance of refined conduct and 
decency, as a manifestation of bad manners. It is essen- 
tial to talk about it, however. It is essential, since in the 
opinion of people who deal with this issue, who are 
intimately familiar with the problem, it is growing to an 
international level, is directly threatening the future of 
our nation, and places in question the very preservation 
of our genetic resources. The Directorate for Combating 
Drug Trafficking and Drug Addiction of the Ministry of 
Internal Affairs has avoided releasing statistics on this 
problem, citing as a reason the fact that this directorate 
was just recently formed (‘It has not yet been in exist- 
ence even a year. We are just beginning to develop record 
keeping mechanisms’’), as well as the fact that the figures 
of different agencies are not in agreement with one 
another (public prosecutor’s office, Ministry of Health, 
etc), that figures fail to show the true picture, etc. 
Agencies have refused to draw parallels or make com- 
parisons with ¢revious years (on the basis that the true 
picture had been falsified in the past). They have noted, 
however, that the number of drug addicts in Armenia in 
relation to the size of the territory and population is 
quite substantial, very close to being characterized as 
disastrous. David Mantashyan, a section chief in the 
directorate, has stressed the decline in employment and 
moral decline as reasons for this phenomenon. Espe- 
cially the second factor: an abandonment of moral 
standards, decline in the desire to study, and a worship- 
ping of money. The moral decline has reached a high 
point today: there is no social blame, and therefore 
virtually everything is permissible and tolerable. As a 
consequence there has been a severe increase in drug 
addiction among young females. The age group 20-22 is 
most susceptible to drugs, although the first signs begin 
to appear between the ages of 15 and 16, when the 
emerging young adult is more vulnerable, is highly 
curious, and is in a hurry to “live,” to enjoy the pleasures 
of life. 
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The professionals have explained that the rapid growth 
of drug addiction in Armenia is due to a number of 
factors, first and foremost among which is Armenia’s 
geographic location. The fact that Armenia lies at the 
crossroads of transit routes on the shortest well-traveled 
route linking Asia with Russia and Europe is an adverse 
factor in this regard, playing a most favorable role in the 
spread of drug addiction. The easiest and most profitable 
route for moving drugs to Russia and Europe from the 
Golden Crescent countries (Iran, Afghanistan, and Paki- 
stan—the principal suppliers of drugs) runs through 
Armenia. The route to Russia from Central Asia crosses 
four national borders, while the route through Armenia 
crosses only two. Another route leading to Europe— 
through the Balkans—is closely under surveillance by 
Interpol and other organizations. And, most important, 
in the Balkans drug trafficking brings severe penalties, 
while in Armenia the maximum penalty is 10 years in 
prison (while in Iran, for example, one can expect the 
death penalty for possession of 5 grams of hashish). The 
laws in 119 countries specify the most severe punish- 
ments for drug trafficking, up to and including the death 


penalty. 


As a consequence of failure to enforce the law and due io 
Armenia’s convenient geographic location, as well as due 
to a lax job performed by the customs service and due to 
the war situation, Armenia has become a transit country 
for the transport of drugs, a country which has readily 
taken upon itself the “thankless” role of transporter of 
narcotic substances. At this end of the route they find out 
about the transported drugs when they reach their des- 
tination and are discovered at that point. The Direc- 
torate for Combating Drug Trafficking and Drug Addic- 
tion proposes to assign personnel to the customs service, 
to the international airport and border-adjacent areas for 
the purpose of assisting customs officials. The direc- 
torate should work in cooperation not only with the 
counterpart CIS agencies, but also with its opposite- 
number agencies in foreign countries, including the DEA 
in the United States. Many years of experience have been 
amassed in combating drugs at the world level. There 
exist well-developed mechanisms and agencies, and spe- 
cialized organizations with drug interdiction personnel 
and drug sniffing dogs are maintained, but their effec- 
tiveness has not yet reached a satisfactory level. We, on 
the other hand, show a less than urgent attitude toward 
this important international problem. 


Opium and hashish make their way to Armenia from 
Central Asia and Azerbaijan. Last week, on 13 August, a 
criminal gang was arrested in Gyumri, a gang which had 
for quite some time been transporting large quantities of 
narcotic substances to Armenia. On this occasion 30 
million rubles worth of opium had been brought in from 
Turkmenistan (one of those transporting the drugs was 
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an Armenian female). Drug trafficking provides “‘busi- 
nessmen”’ with extreme profits (as a rule these “‘business- 
men” do not use drugs themselves). A single kilogram of 
opium purchased abroad for 3000 rubles is sold for 
15-16 thousand rubles, generating a 400-500 percent 
profit. 


By decision of the Supreme Council this past May, 
Armenia acceded to an international con.eniion to 
combat drug addiction. The process of bringing the 
campaign in Armenia into conformity with the require- 
ments of the convention has now commenced. First of 
all, international experience must be taken into consid- 
eration. A draft national plan to combat drug trafficking 
is presently being formulated: it provides for the forma- 
tion of certain structures, legislative enactments to assist 
the efforts of government agencies, and the securing of 
participation by public organizations and the press. Drug 
rehabilitation clinic activities must also be restructured 
with this aim in mind, as in the current situation the 
clinic is hard put to conduct effective treatment activi- 
ties. It is also essential to establish a rehabilitation 
center. Effectiveness of treatment has been very poor to 
date, due to the lack of such a center, since treatment 
ends up by necessity being incomplete. 


Requirements of the international convention include 
revision of legislation and separation of drug addiction 
from drug trafficking in a country’s laws. Drug addiction 
should be viewed as a sickness and should be treated, 
while drug trafficking should be punished more severely. 
Application of penalties up to and including the death 
penalty is anticipated, as well as standardization of 
penalties (for example, for illegal possession of 100 
grams of an illegal narcotic substance, punishment runs 
anywhere from a monetary fine to three years in prison). 
Sergey Aslanyan, head of the Directorate for Combating 
Drug Trafficking and Drug Addiction, is convinced that 
combating drug trafficking must begin with making the 
law stricter and with “cleaning up” internal affairs 
agencies. It is essential to put an end to the widespread 
abuses and illegal actions connected with drug traf- 
ficking which for years were carried out by law enforce- 
ment agencies. The campaign will never be successful, 
however, without the participation of the public as a 
whole. The fact is that members of the public, with a 
false sense of love of their fel’ow man and in the fear of 
being labeled a “squealer,” are in fact carrying out 
betrayal of the entire nation and its future. Even today 
20 percent of all cases involving drugs come to the 
attention of authorities through telephone calls, 
including anonymous tips. The fight against drugs is not 
that of one individual or of a few individuals, but is a 
common fight by all of us. The enemy will not readily 
yield or surrender. And we must make haste, before 
Armenia is engulfed by the evil monster of international 
drug trafficking. 
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POLITICAL AFFAIRS 


Prospects for Federal Assembly Considered 


944F0233A Moscow NEZAVISIMAYA GAZETA 
in Russian 7 Dec 93 p 2 


[Article by Andrey Kolesnikov: “Short Parliament: How 
Soon Will the Federal Assembly Be Dissolved?”’| 


[Text] The parliament convened in England in the spring 
of 1640 lasted just three weeks. The so-called Short 
Parliament was dissolved in connection with the fact 
that the king had been presented a declaration with 
complaints of malfeasance and the demand for the 
reversal oi a number of royal initiatives and the abolition 
of the special courts. It is highly significant that the new 
elections did not improve the situation in the least: the 
new parliament immediately presented the king with the 
Great Remonstrance listing the violations of the ancient 
rights and privileges of the British people perpetrated by 
the king. In addition, the opposition demanded the trial 
of the royal counselors and courtiers who had pursued a 
policy disastrous for the king and the state. 


Everyone knows that historical allusions are cond ‘tional. 
But no less obvious is the truth that history has the 
property of repetition with an adjustment for specific 
circumstances. In addition, one does not have to be a top 
historical expert to doubt that the “transitional” Federal 
Assembly will last its appointed two years. 


In just a few months following the commencement of the 
business of the new parliament it will, most likely, polarize 
along political lines. This process is essentially already 
under way: practically all election blocs, the liberals 
included, are opposed to the program of Russia’s Choice 
and the content and procedure of the adoption of the 
constitution. The Choice, which has put off the business of 
the formation of serious coalitions, “until later,”’ runs the 
risk of finding itself on its own. The unwarranted 
extremism of some of its leaders and the authoritarianism 
propounded by the bloc as the principal political doctrine 
will repel from cooperation with Russia’s Choice practi- 
cally all parties of a liberal persuasion. And this could in 
fact signify the failure of liberalism in Russia. 


Unless the liberal blocs agree to union with Russia’s 
Choice, they or some of their leaders, in any event, will 
begin to seek a common field of political activity with 
the state capitalists and the center lefti—‘white” and 
“pink” center forces will mingle in ecstasy. It is possible 
that the leftward movement of some politicians formerly 
of a right persuasion will go too far. The new parliament 
will begin to copy its portrait from the Supreme Soviet of 
Khasbulatov—and we would certainly get an almost 
precise copy of the latter. The control mechanisms of the 
presidential republic would make it possible on this 
occasion to temporarily manage without bloodshed—the 
Federal Assembly would simply be dissolved. But 
whether after this the long-suffering Soviet-Russian 
people would turn out for yet more elections is a big 
question. Whether they might not show up for the sake of 
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something somewhat worse is another question. And 
then per the scenario of the 17th century: a war of 
“Cavaliers” and “Roundheads” with the subsequent 
appearance of a home-grown Oliver Cromwell model. 


For almost two years Boris Yeltsin, to call things by their 
proper name, undermined the government with populist 
promises of purely socialist content anJ the affirmation 
of unjustified (that is, patently impract' cable) masures 
of social support. A socialist presidex. with a liberal 
government is something not all that customary. The 
government crisis of midsummer 1993, when the ques- 
tion of whether Russia would have the socialist govern- 
ment of Yeltsin nominee Lobov or the liberal govern- 
ment of Chernomyrdin was being decided, was highly 
indicative in this respect. Common sense was the winner 
that time. 


Yegor Gaydar found himself in a very delicate situation 
when, a few days prior to Decree No. 1400, he was 
appointed “econon y chief.” Seemingly, he had been left 
dangling for the second time since December 1992. Gay- 
dar’s political biography is so closely welded to that of 
Yeltsin that the present first vice prime minister, if he 
wanted to remain in big politics, could not have failed to 
have arrived at his new role of active authoritarian sup- 
porting political steps and the constitution corresponding 
to them, which could lead to a united rebellion of forces of 
the extreme left and the extreme right (by virtue of his 
official position, Chernomyrdin also supported the draft 
constitution). Gaydar, who was rebuked for the intellec- 
tual’s incapacity for creating the image of a charismatic 
leader and an inability to be politically tough, has become 
a real politician, that is, a person capable at the right 
moment of behaving nonintellectually. 


The “fathers” of reform do not recognize, for that 
matter, that under Russia’s conditions liberalism in the 
economy not bolstered by liberalisin in policy is doomed 
to fail. No one will allow authoritarians to pursue liberal 
reforms, and, in addition, we would recall with affection- 
ately melancholic irony Khasbulatov, who vainly 
attempted to apply the brakes to key reform initiatives. 
The antiliberal trend under the banner of the struggle 
against authoritarianism would merge into forms of 
“national liberation” struggle. How could there not be a 
fascist Renaissance in Russia if this banner is handed to 
the extremists, against his own wishes, by the president? 


The thirst for undivided power is blurring the gaze of the 
president's circle, which is simply speculating on liberal 
reform. The president’s office long since distanced itself 
from the Chernomyrdin cabinet, and on 2 November at 
an enlarged Council of Ministers Yeltsin did not simply 
“reprove” the premier somewhat for... (correctly) inat- 
tention to production and social support for outsiders. 
At any moment the removal of Chernomyrdin could be 
justified by the failures in these spheres of the Russian 
economy, the “guardian” of which at “populist” 
moments in the history of Russia Boris Yeltsin is. Of 
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course, the “inadequate’ government is preventing the 
president realizing social programs... 


Radical democrats are intimidating the citizens of 
Russia with the Polish scenario: the left (they are not, for 
some reason or other, called anything but “commu- 
nists”) will come to power, and everything will be back to 
square one. But the left in Poland give our liberals a 
100-point start in realization of the principles of eco- 
nomic liberalism, and in policy they are distinguished 
from our “democrats” by the fact that they really are 
democrats. And a long sequence of short and very short 
parliaments clearly does not threaten the Poles. 


Tretyakov on ‘Hysteria’ Over Zhirinovskiy 


944F0231A Moscow NEZAVISIMAYA GAZETA 
in Russian 15 Dec 93 p 1 


[Article by Vitaliy Tretyakov: “Hysterics and New 
Deception: Some Are Trampling Former Idols, Others, 
the Truth”) 


[Text] As I anticipated, there is hysteria in the camp of 
the supporters of the official authorities. Those who even 
on Saturday were writing and speaking aout Gaydar in 
superlatives and calling him a luminary of economic 
science and the sole pillar of the economic reform on 
Tuesday were writing his name with a small letter and, 
what is more, in plural form. Well, now, Yegor 
Timurovich understands that this claque is loyal only if 
the master’s position is strong. The master’s chair has 
only to begin to wobble, and the claque is the first to rush 
to gnaw at and revile him. 


Yelena Georgiyevna Bonner could not be called part of a 
claque. Hers is an independent voice, although, unfortu- 
nately, like that of many others today. The same may be 
attributed to Ales Adamovich also. But even their assess- 
ment of the elections is once again, alas, spurious. 
Assessment of the defeat of the democrats, to be more 
precise. Yelena Bonner says in an interview with 
KURANTY: “The democratic organizations’ problem is 
that they have been unable to educate from the people a 
civil society, not a mob.” 


But nothing should be “educated” from the people. The 
Communists educated—this is part of the framework 
and methods of their ideology. “Education of the 
people” is not part of the framework of democracy. The 
fault of the ‘““democratic organizations” and “democratic 
intelligentsia” (Ales Adamovich also sees the latter as the 
culprit) is not that they failed to educate the mob but that 
they ceased to educate the politicians in power. There is 
one sole such method of democratic education, what is 
more—telling the truth to the authorities’ face even 
those who are friendly toward oneself. If not every day 
(losing the authorities’ favor here), then, at least, half an 
hour before this is told them by the mob or its political 
leaders. 


And whereas the hysterics of the claque appears as a vulgar 
farce on the part of lackeys frightened half to death, the 
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new (for the umpteenth time!) self-deception and decep- 
tion of the representatives of the “democratic intelligen- 
tsia”’ is dangerous. And is already finding fertile soil. How 
quickly some members of the government and the presi- 
dent’s circle have recovered, how lullingly they have begun 
to squeal: nothing terrible has happened (and some other 
stuff about the victory of the constitution), there’s no need 
to dramatize things. Even yesterday they were unwilling to 
give the Civic Union even one ministerial portfolio, today 
they are prepared to enter into a coa'ition with the entire 
Communist Party and even with some part of the LDPR 
{Liberal Democratic Party of Russia]. The Communist 
Rutskoy was unsuitable for them for partnership, even as 
the legitimately elected vice president of Russia. But when 
the house is on fire, they are prepared to unite even with 
Zhirinovskiy (and have already done so, back in the 
summer, in the process of the writing of the constitution). 


Yes, the cynicism of those who have made their way into 
Office is bottomless. 


All now will be decided by one thing—whether there come 
to be in the leadership of Russia those who think not about 
their own positions but about the country. And if there are 
such people (which one frequently doubts), whether they 
are capable of hearing and understanding the truth, not the 
new deception which is being solicitously palmed off on 
them. And of adopting the appropriate decisions. 


Only, for heaven’s sake, those who are already prepared 
to enter into a coalition with Zhirinovskiy should not be 
prevented from doing so. Specially since the first ones 
who so wish have emerged in the united ranks of the 
presidential-government team. 


Russia’s Choice Looks for Irregularities 


944F0231B Moscow NEZAVISIMAYA GAZETA 
in Russian 15 Dec 93 p I 


[Report in the ‘In Brief’ column: “Russia’s Choice Seeks 
Violations” } 


[Text] Yesterday the press office of the Russia’s Choice 
bloc distributed a news item to the effect that it is 
beginning the collection of information on the results of 
the 12 December elections in order to comprehensively 
analyze and check it. In this connection the Russia’s 
Choice Press Office has requested that all candidates of the 
bloc and their agents and representatives of the bloc in 
electoral commissions of all levels and also foreign 
observers and interested parties from other “democratic 
election associations” “organize as soon as possible the 
collection of information on the results of the ballot in 
individual electoral precincts and also on violations noted 
in the course of the ballot and the counting of the vote.” All 
information should be transmitted to the bloc’s headquar- 
ters at 44 ul. Gertsena in Moscow or communicated by 
telephone (290-61-55) or fax (290-48-10). 
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TRUD Commentary on Election 


9441E0315A Moscow TRUD in Russian 17 Dec 93 
Evening Edition pp 1-2 


[Article by Viadimir Kazarezov: “What, in Fact, Has 
Russia Chosen?”’] 


[Text] The main result is that the first democratic elections 
on a multiparty basis have been held in Russia since 1917. 
Currently, against the background of a deteriorating life 
and in the fervor of polemics, political confusion and every 
conceivable absurdity, we cannot adequately appreciate 
the importance and fatefulness (excuse the hackneyed 
word) of the very fact of Russia’s embarkation on the 
democratic path of development in common with all 
civilized peoples. Not another palace coup, not a likeness 
of August 1991 or October 1993, but a perfectly respect- 
able political event worthy of the highest democratic 
standard has taken place in Russia. And we have some- 
thing to be proud of in this connection. I shall once again 
quote the words spoken long ago by the poet to the effect 
that great things appear from afar. It will take years for 
these elections to stand on a par with such outstanding 
landmarks in the history of Russia as the abolition of 
serfdom, the Stolypin reform, the February and October 
revolutions, and the disintegration of the USSR. 


The second result is that the constitution of the Russian 
Federation was adopted, and all branches of power have 
finally acquired a legislative base for harmonious func- 
tioning. 


And, third, whatever may be said about the motivation of 
the decisions made by the electorate (I refer to it frequently 
casting its vote not “for” but “‘against”), the elections 
helped reveal, for all that, the moud of the population of 
Russia. Which no sociological surveys and polls, which 
provided throughout the campaign disinformation, pub- 
lishing ratings of various parties and individual politi- 
cians, were able to do. 


And now about the results of the elections. First, the 
defeat of the democratic forces in general and the Rus- 
sia’s Choice bloc in particular. Second, a society shocked 
by the triumph of the Liberal Democratic Party. In fact, 
these facts alone force us to speak about the election 
results as some entirely unpredictable and unexpected 
phenomenon. We will, therefore, dwell on them in more 
detail. 


Preoccupied with global macroeconomic problems, 
Gaydar and his associates not only were unable to do 
anything tangible for the majority of specific individuals, 
but did not deem it necessary to even publicly acknowl- 
edge that this is what they wanted, but that it had not 
been achieved as yet. Perhaps a clear and convincing 
prospect of an escape from poverty in the very near 
future would have restored the trust of thuse who have 
lost their faith. But, alas, no such notes were heard in the 
speeches of the leaders of the democratic blocs. They 
overestimated themselves and trust in themselves and 
received a protest in the form of votes “against.”” Now 
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the sociologists, in whom, it is true, I have no confidence 
because of the complete failure of their forecasts, are 
attempting to ascertain which social groups voted 
against whom. But you do not have to be a sociologist to 
understand that it was the most destitute part of society 
that voted against Russia’s Choice and, consequently, 
the present authorities. Including also those who should 
not be attributed to lumpen. 


Now about the LDPR [Liberal Democratic Party of 
Russia]. The success of Zhirinovskiy’s party is only a 
surprise to simpletons. The LDPR was moving toward 
these results both objectively and subjectively. The Com- 
munists, who had been in power for a long time, and the 
democrats, who had tried to reform Russia in recent 
years, did not bring the promised good fortune. It is 
natural that people who had denied the two polar- 
opposite political forces their trust, well known not only 
by their words but by their deeds also, wanted to show 
and did show their preference for a third force. It was 
essentially, after all, despite the large number of blocs 
and parties (13!), a choice among three options—the 
democrats, the communists, and Zhirinovskiy’s party. 


For many years we had been accustomed to believing in 
a messiah, who would come and make people joyful. The 
democrats do not promise this easy life. They say that 
each is the creator of his own fortune and that it is the job 
of the authorities to ensure the conditions whereby the 
individual receives from society depending on his talent, 
capability, industriousness, enterprise, and so forth. But 
this is not to everyone’s liking. Many, if not to say the 
majority, would like a better life without going to the 
trouble of seeking versions of the most efficient use of 
their personal potential. And Zhirinovskiy promises 
such a life. 


Second, the concepts of sovereign authority, patriotism, 
and national dignity have always been dear and close to 
the Russian. Zhirinovskiy took skillful advantage of the 
fact that the authorities failed to take account of this 
circumstance. They permitted a counterpoise of the 
concepts of patriot and democrat (as though these two 
attributes may not be combined in one person?!) and 
were unable to defend the interests of Russians in the 
lands of our immediate neighbors; building «clations 
with America, they allowed Russia to be supplanted on 
world markets, the arms markets primarily. And, finally, 
we are talking about the fact that the long periods of 
confusion, decline in the living standard, the growth of 
crime and the lowering of the country’s international 
prestige everywhere stirred in people a longing for a 
strong personality, and such appeared. The most striking 
of them are Napoleon, Franco, Hitler, Pinochet, and a 
mass of less significant figures. Zhirinovskiy is 
attempting to portray himself as the same kind of savior 
of the fatherland, and, as can be seen, he is succeeding 
here to a considerable extent. 


Mention should be made also of the fact that Zhiri- 
novskiy has done some thorough work on himself. To the 
natural talent of an orator, polemicist, and fighter he has 
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added respectability and has abandoned the most odious 
statements typical of him at the start of his buffoonish 
political career. 


Remember his first public speeches of a few years back. 
People went to them as to Zhvanetskiy, Khazanov, or 
Petrosyan concerts to have a good time. And this is the 
result... 


Ending with Zhirinovskiy, incidentally, mention should 
be made of the following also: the decisive significance of 
his position on the adoption of the constitution. He 
unequivocally supported it in the form in which it was 
put to the referendum. And it has to be assumed that the 
majority of his supporters voted for the constitution. 


It is hard to anticipate how relations between the dem- 
ocratic forces in the president's team and Zhirinovskiy’s 
party will take shape, but they should remember this 
contribution of the LDPR. 


I will express my opinion on the evaluations of the 
reasons for Zhirinovskiy’s success and the modest results 
of the deriocratic blocs and parties which are being 
heard. It is said that the supporters of the reforms related 
to the democrats in one way or another or, at least, 
united on the principle of rejection of a return to the 
monopoly of public ownership and state regulation, 
would have achieved more had they not been fragmented 
in various parties and blocs but had operated as a united 
front. As far as the republic party slates are concerned, I 
will permit myself to doubt this. The point being that 
those who had lost their faith, in Gaydar and Chubays, 
for example, could have linked their hopes with Yavlin- 
skiy, Shakhray, or Sobchak and so forth. And had they 
not been available, preference could have been shown 
that same Zhirinovskiy or Zyuganov. Only the votes cast 
for parties which failed to surmount the 5-percent hurdle 
should be considered a loss. 


The constituency elections are another matter. Two or 
three candidates of a democratic persuasion there could 
truly, while having altogether amassed an absolute 
majority of the vote, have lost out to some antireformer. 
Which under no circumstances would have happened in 
the event of the democratic parties’ having put up a 
single candidate. 


Journalists are being accused of having helped create so 
attractive an image of Zhirinovskiy. But this just won't 
wash, as they say. First, the journalists, in the name of a 
declared decision to obs =rve neutrality at the time of the 
candidates’ public speeches, were deprived of an oppor- 
tunity by way of debate and impartial questioning to 
show the electorate the essence of a candidate's position. 
And did not have the right to any comment or opinion. 
Second, mention should be made of an amazing phe- 
nomenon connected with the influence of the mass 
media on the results of the elections in Russia. We recall 
1989. Elections of people’s deputies of the USSR. All the 
mass media and the propaganda machinery were in the 
hands of the CPSU, and in many places its functionaries 
would lose to totally unknown research workers and 
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senior engineers. And B.N. Yeltsin's election clashes? He 
obtained the best results when people were either silent 
about him or when they abused him for all they were 
worth. 


So if journalists are to blame for Zhirinovskiy's suc- 
cesses, it is only to the exteni that they either remained 
silent about him or commented on him critically. 


The patience of the Russian people is surprising and 
admirable. Russians, the majority of whom are exhausted 
by the loss of life's reference points, the collapse of the old 
ideals, and the absence of new ones, reduced to poverty by 
inflation and intimidated by the rapidly growing crime, 
still once again expressed confidence in the president, 
voting for the constitution which he had proposed, and 
=— the policy of continuation of the economic 
reforms. 


This result should be considered a victory for Russia’s 
progressive forces, which have set about returning the 
country to the path of development being followed by 
the foremost countries. 


The main thing now, it would seem, is to draw the 
correct conclusions from the ¢‘ections. All bloc. and 
parties of a democratic persuasiun need to unite 1 the 
name of a single goal—the salvation and transforma on 
of Russia. To cast aside all that which is trifl.ng aad 
which disunites them, primarily personal ambitions, and 
overcome the Bonapartist syndrome that is inherent in 
many. After all, what, essentially, is there to divide 
Gaydar, Yavlinskiy, Sobchak, Shakray, and others if 
they agree on the main thing: Russia should be a country 
whose citizens are spiritually free and who respect the 
law, where all forms of property coexist, and where the 
economy is managed not by a state machinery of func- 
tionaries but by economic laws and market relations. 
And that’s all! There is no subject for disagreements, 
much less antagonistic contradictions. 


And the considerable success of the Zhirinovskiy and 
Zyuganov parties should serve as grounds for a scrupu- 
lous analysis of their programs and the borrowing there- 
from of the intelligent propositions. 


The Russian Government will, evidently, undergo 
changes, but let us hope that it remains committed to 
reforms. Although, certainly, adjusted with regard for 
the new political realities. But it is clear that the two 
years allotted until new elections in Russia should begin 
with a change for the better in people's life. 


Unless this happens, in two years there will be an 
absolute majority in parliament for Zhirinovskiy. And 
what this will mean for Russia needs no special expiana- 
tion | believe. Fascism or otherwise—it is not a question 
of the name. It is a question of the heart of the matter. 
War with our immediate neighbors and, subsequently, 
with distant foreign countries for the restoration of the 
USSR within its former borders, blood, prisons, chaos— 
how all this could end is unimaginable. And the idea that 
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the LDPR could consolidate its positions in parliament 
even further at the next elections would not seem to be 
devoid of common sense. 


| believe that Zhirinovskiy’s first success, when he 
amassed 6 percent of the vote at the presidential elec- 
tions, was insufficiently analyzed and evaluated. Many 
people believed for some reason or other that winos 
whom he had promised cheap vodka had voted for him. 
It all proved to be far more complex. Less than three 
years went by, and more than 24 percent! If the popu- 
larity growth rate is maintained, an absolute majority in 
just a few years. 


So, esteemed democrats—both those in office and those 
who are members of the constructive opposition—as, 
equally, all commonsensical people, you have no alter- 
native but to unite and show that Russia can take the 
democratic path and within six months to a year halt the 
decline in the living standard and then begin economic 
upturn. 


ECONOMIC AND SOCIAL AFFAIRS 


Prime Minister Adviser on New Ruble Zone 


944E0326A Moscow DELOVOY MIR in Russian 
No 253, 13-19 Dec 93 p 9 


[Interview with Andrey Illarionov, head of the analysis 
and planning group of the chairman of the Council of 
Ministers—the Government of the Russian Federation, 
by unidentified correspondent; place and date not given: 
“Everyone Will Gain”] 


[Text] Three or four months ago, the newspapers were full 
of reports on the creation of a new type of ruble zone. The 
tone of the articles as a rule was quite optimistic: finally, 
the republics of the former Union, having set aside all 
disagreements and ambitions, have come to realize that 
they have to solve the problems by facing them together. 


Soon after the idea became the subject of public discus- 
sion—to be precise, on 7 September—the heads of the 
governments and the chairmen of the national banks of six 
CIS countries signed a framework agreement. By opti- 
mistic assurances of officials, work on bilateral agree- 
ments was proceeding briskly. It looked as if creating a 
new type of ruble zone were no more than several weeks 
away. 


In October- November, however, the upbeat mood of the 
official reports on this topic has waned. The process of 
creating a new ruble-based monetary space was clearly 
faltering, which was evidenced by increased visits of the 
heads of the “six” to one another. And finally, by the 
middle of November, a number of countries—signatories 
to the framework agreement—Kazakhstan, Uzbekistan, 
and Armenia—announced the introduction of their owr. 
national currencies. 


In reality, in addition to Russia, the only other country to 
join the ruble zone was Belarus, which after a long 
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parliamentary debate signed a bilateral agreement. There 
are reports that Tajikistan also joined the agreement later. 


What has happened over the past few months that has 
proved so fateful for the idea of a unified monetary «pace? 
This is the topic of our conversation with Andrey Ilari- 
onov, head of the analysis and planning group of the 
chairman of the Council of Ministers—the Government of 
the Russian Federation. 


[Illarionov] The idea of creating a new type of ruble zone 
was introduced by the Central Bank of the Russian Feder- 
ation. And not at some point in time, but in the beginning 
of August 1993, when a monetary reform was in a full 
swing. The unified ruble space was subjected to serious 
criticism. The sign of serious intentions of the Central 
Bank’s old leadership to separate monetary systems of the 
countries using the ruble as a means of payment was the 
introduction of correspondent accounts between national 
banks of the ruble zone states beginning | July of last year. 


[DELOVOY MIR] The Central Bank [CB] leadership 
presented the exchange of old-issue banknotes as a 
logica! step in the process of separating the monetary 
systems: the separation of cash money supply. 


[Illarionov] One could accept this explanation had not 
the Central Bank simultaneously with implementing the 
reform—to be precise. on 27-28 July—handed over to 
Uzbe. stan a large consignment of new-issue banknotes: 
50 billion rubles [R]. This fact, which contradicts the 
CB’s official version of the “divorce,” hus lifted the 
shroud over the nature of tae monetary reform and 
revealed the CB’s true intentions. 


The point is that by the middle of this year all sources of 
credit emission—covering the budget deficit, refinancing 
commercial banks, and technical credits for the ruble 
zone states—had been either completely closed or sub- 
stantially limited by strict government controls. The only 
way to accomplish a credit emission, which remained 
entirely within the CB powers, was supplying cash to the 
ruble zone states. The CB could use this instrument, 
however, only if these states used Russian currency. 


By this time the national banks of the states in the ruble 
zone had had the taste of independence and did not 
always want to listen to what they were told from 
Neglinka Street. At the same time, having suspended the 
circulation of old banknotes in Russia, the Central Bank 
put all the republics in a very difficult situation, literally 
forcing them to their knees. Recall what was happening 
at the end of July and the beginning of August: all 
ministers of finance, heads of national banks, prime 
ministers, and presidents of the states in the ruble zone 
paid a visit to Moscow. And they were coming, actually, 
not to see the Russian prime minister, not to see the 
president, but to see the Central Bank chairman. 


They had to make a decision whether to introduce their 
own national currencies and escape the subordination 
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being imposed on them by the CB or to surrender 
completely to the winner’s mercy. 


And the CB's design—with one pointed blow to force to 
their knees the entire ruble space by attempting to 
recreate the old administrative system with its center in 
Moscc w, where the leading role would be played by the 
Central Bank itself—did indeed work at first. The idea of 
creating a new type of a ruble zone became the subject of 
public discussion “from Moscow all the way to most 
remote outskirts.” 


{[DELOVOY MIR] Why then did the states in the ruble 
zone not introduce their national currencies right then? 


{IMarionov] I think there were two reasons for this. The 
first—purely psychological—was the persistence of the 
old mentality. The second was quite mercenary and of 
which the states were well aware. Russia's free financial 
aid to Kazakhstan, Uzbekistan, and Turkmenistan com- 
prised up to 50-70 percent of their gross domestic 
product. This source of national wealth permitted, for 
instance, the leadership of Uzbekistan and Turkmeni- 
stan to conduct a populist social policy: to introduce free 
rides on public transportation, free distribution of school 
textbooks, support low prices for foodstuffs. For these 
states, an abrupt suspension of aid from Russia meant a 
sharp decline in the standard of living. Who would give 
up a freebie that easily? 


{[DELOVOY MIR] In the end they did give up. Why? 


[IMarionov] The framework agreement signed by the 
states of the future ruble zone contained a score of 
conditions regulating basic economic parameters of their 
activities: coordination—up to unification—of the 
banking, credit, budget, and customs policy. These, 
however, were just words: it takes years, decades, to 
accomplish real unification. The EEC had been moving 
in that direction for more than 30 years, ard each step is 
accomplished with great difficulties. 


It was clear that it would be impossible to quickly realize 
the conditions set in the agreement. Meanwhile, the 
money was needed right away. That is why a realistic 
danger emerged for Russia to remain a nonrepayble 
donor, to keep meeting its neighbors’ needs in cash until 
real coordination was reached in economic policy. The 
situation was exacerbated by another circumstance, 
which was formalized in all agreements: the CB prom- 
ised the states of the new ruble zone to exchange old 
banknotes for new ones at a ratio of one to one. Since by 
then in all states the rate of old to new rubles already had 
established itself at least two to one, and in some three to 
one, this meant only additional outflow of Russian 
resources in favor of former Union republics. That is, the 
implementation of a new type of ruble zone created a 
mechanism of automatic financial blood-letting for 
Russia. 


When finally, after the shock of the monetary reform, 
came a deeper understanding of the consequences of 
creating a single rudle space, the government of Russia 


took a tougher position. The republics saw that Russia 
intended to push for actual compliance with the 
demands written in the agreements, and negotiati> 
became increasingly difficult. 


As a precondition for supplying cash, Russia demanded 
that until a complete unification of economic policies a 
50-percent security deposit be posted in the form of gold 
or hard currency. This became a critical point. The 
republics, sensing that Russia was firm in its insistence 
of compliance with all agreements signed, decided to 
reject such a union and introduced national currencies. 


{[DELOVOY MIR] According to previously signed agree- 
ments, at the time that national currencies were intro- 
duced, the states in the ruble zone were required te hand 
over to the Central Bank all Russian rubles. How is this 


process proceeding? 


{Ilarionov] Over the months that have passed since the 
monetary reform, the states using the ruble as a means of 
payment have received about R65 billion in new Russian 
rubles: R50 billion went to Uzbekistan and R3 billion- 
R5 billion to each of the other republics. None intends to 
return them. They use this money as a hard currency 
reserve in their national banks, since the ruble has 
become for them foreign currency, and convertible, at 
that. Thus, Russia has formed foreign currency reserves 
for these states, in essence having given them as a gift 
more than $50 million at the current exchange rate. 


{[DELOVOY MIR] A ruble zone of new type has not 
materialized. What are the consequences for all sides? 


{Illarionov] All have gained something. 


The gain for the neighboring states, which finally intro- 
duced their national currencies, is in that they have 
made a substantial progress in the direction of true 
economic independence and autonomy. Undoubtedly, 
they now have a real opportunity and the need to be 
more responsible in conducting their economic policy. 


They also gain in the short run. Apparently in the near 
future their national currencies will be devaluing faster 
than the Russian ruble. It is the economic law that 
countries with weaker currencies have a relative export 
advantage. Therefore, for producers and exporters in 
these countries there will be an additional incentive to 
export more goods to Russia and import less from it. 
This would help to close substantially the trade deficit 
gap that has emerged between these states and Russia. 


From the point of view of the economic interests of 
Russia, this was an enormous victory: it has managed for 
all practical purposes to stop the financial blood-letting 
that had been draining the country’s strength over the 
past two years. 
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Gerashchenko on Monetary-Credit Policy, 
Forecast for 1994 


944E0322A Moscow EKONOMIKA I ZHIZN 
in Russian No 50, Dec 93 p 6 


[Speech by V. Gerashchenko, chairman of the Russian 
Federation Central Bank, at the “Finance and Credit 
Policy of Russia” Congress} 


[Text] In the environment in which mass political parties 
and movements are stil! emerging, it is precisely the 
unions, associations, and societies expressing the interests 
of various groups of entrepreneurs, the populace, and the 
regions that play a particularly important role in reforming 
the economic and social life of Russia's society. Unions 
and associations pool the interests of millions of people on 
a voluntary basis. Their activities are based on generalizing 
and taking into account actual experience in the lower 
echelons along both sectoral and regional lines rather than 
on imposing ready-made decisions. 


Important as the macroeconomic approach, whose indi- 
vidual provisions have been merely borrowed from 
fashionable Western theories, is, we should not forget 
that at the level of enterprises and regions they have a 
better inside knowledge of the situation and feel for 
Russia. For this reason, the success of reforms in Russia 
will depend largely on the ability of the unions and 
associations to organize the people, to convince them of 
ihe correctness of the chosen path and the economic and 


political development of the country. 


Please allow me to dwell on some focal issues of monetary 
and credit policy. 


Alinost two years have passed since the beginning of 
market reforms announced by the Russian Government. 
At present, we may state proceeding from an analysis of 
real results and no longer from speculative conclusions 
that the development of crisis phenomena in the 
economy is slowing down, but it has not been overcome. 
Under the circumstances, the task of the organs of state 
government to stabilize the economy and to subse- 
quently ensure economic growth calls not only for a 
coordinated approach, but also for taking into account 
the specifics of the national economy. In particular, the 
complexity of the situation was fourd in the fact that, in 
a strongly monopolized and structurally deformed 
economy, the decontrol of prices first resulted in their 
explosive growth, and subsequently in runaway cost 
inflation, whereas the factors uf price competition were 
suppressed. 


The past incomplete two years have also shown that 
reversing a drop in output and speeding up structural 
shifts in the national economy of Russia could not be 
ensured solely, or even mostly, by means of budgetary 
and monetary-credit policy. 


This lesson was vividly taught by the situation in the first 
half of last year, in which massive disruption of economic 
relations between the enterprises and regions of Russia was 
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registered, and the’ ‘“inancial situation worsened virtually 
everywhere. Instead of the expected stabilization, the 
country faced the threat of paralysis in industry. During 
the period in question, the nonpayment crisis actually 
threatened to destroy the financial settlement system, and 
a sharp drop in tax revenues caused by it threatened to 


block the budget policy of the government. 


It was no accident that the new management of the Bank 
of Russia had to act as a “fire brigade,” taking vigorous 
measures to overcome the cash crisis, and the settlement 
and payment crises. Some things did not work out right 
away. In particu'ar, it was difficult to solve organiza- 
tional, technical, and economic issues of settlements in 
the national economy in the environment of enormous 
mutual indebtedness of enterprises within Russia and 
the CIS, enormous streams of forged banking docu- 
ments, and the disorganization of the settlement system. 
Favorable changes have now emerged. The duration of 
processing of payment documents is getting back to 
normal. Unresolved issues are associated mainly with a 
failure to settle the mutual debts of enterprises. The 
problem of mutual settlements with CIS countries 
remains acute. The mechanical restriction on state credit 
beginning in the second half of 1993 has merely aggra- 
vated the situation and boosted the severance of tradi- 
tional economic relations. There is no argument, restric- 
tions are necessary, but they should be based on verified 
calculations and evaluations of the real state of affairs 
both in the sphere of finance and the sphere of produc- 
tion rather than on the primitively interpreted postulates 
of “protecting Russia against plunder.” 


At the end of 1992 and the beginning of 1993, signs of 
stabilization appeared in the economy, which made it pos- 
sible to begin a transition to a moderately restrictive mone- 
tary-credit policy while avoiding actions that would facilitate 
the further deterioration of the economic situation. 


By the beginning of the second quarter of this year, there 
already were sufficient grounds to maintain that, while 
the overall condition of the economy of Russia was 
critical, on the whole we have succeeded in preventing 
hyperinflation and the “domino effect” among indus- 
trial enterprises as a consequence of the nonpayment 
crisis. The government got an opportunity to take more 
active steps toward containing inflation in the country 
by way of reinforcing credit and monetary restrictions. 
In 1993, the Russian Federation Central Bank has pro- 
ceeded in its operations from approaches outlined in the 
Main Directions for Monetary-Credit Regulation in 
1993. In May 1993, the joint Economic Policy Declara- 
tion was signed, in which the government and the 
Russian Federation Central Bank assumed obligations to 
pursue a firm policy of financial stabilization until the 
end of this year. 


Within the framework of the declaration, a monetary 
program was drawn up jointly with IMF experts, in 
which quantitative reference points for the growth of 
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money supply in circulation and quarterly credit ceilings 
for the Russian Federation Central Bank for the second 
through fourth quarters of 1994 were established. 


The methodology for drawing up the monetary program 
was based on the calculation of intermediate and oper- 
ational targets of monetary-credit policy in order to 
arrive at the final objectives of financial stabilization. 
The entire logic of the program was subordinated to the 
task of eliminating the monetary causes of inflation and 
restricting the excess effective demand by way of 
reducing the money supply. The key assumption of the 
program was that the inflationary process will be gradu- 
ally extinguished due to reductions in the rate of growth 
of Central Bank credit as the main source of money 
supply in the transitional economy of Russia. 


Thus, the program called for attaining the monthly 
inflation rate of 16 percent by the end of the second 
quarter, 10 percent by the end of the third quarter, and 5 
percent by the end of the year. According to calculations 
by IMF experts, the average monthly rates of the growth 
of the money supply of 13.2 percent in the second 
quarter, 9.8 percent in the third quarter, and 7.3 percent 
in the fourth quarter should correspond to this rate of the 
growth of prices. 


In the second quarter, the Central Bank strictly complied 
with the established intermediate targets and did not 
exceed the quantitative bench marks for the growth of its 
domestic assets or credit. The growth of prices was 
supposed to slow down as a result of credit restrictions 
after a certain period of time. However, the actual rate of 
inflation came to 20 percent in June, 22 percent in July, 
28 percent in August, 21 percent in September, and 24 
percent in October. 


This development once again confirms that suppositions 
concerning the considerable role of nonmonetary factors 
in the growth of the price level are substantiated. In 
particular, these factors are associated with decontrolling 
prices for energy resources and transportation tariffs, as 
well as the growing imbalance in the state budget. 


The results of the third quarter of 1993 prove that such 
conclusions are well founded. The actual limit of central- 
ized credit was exceeded by 1.8 trillion rubles [R], that is, 
by 14.7 percent. In part, this is attributable to the impact 
of traditional seasonal factors. However, the main role 
was played by factors of autonomous price increases, 
which were followed by the growth of demand for credit, 
and the growth of the budget deficit. Overspending on 
centralized credit channeled to the economy t!.rough 
commercial banks canie to R1.! trillion, which, taking 
into account the unceasing growth of the costs of pro- 
duction, only compensated for an acute shortage of 
working capital to a small degree. 


In the process, centralized credit was extended to com- 
mercial banks mainly by decisions of the government 
and the Supreme Soviet for specific purposes, taking into 
account the 1993 tasks of economic policy, structural 
changes in the economy, and the creation of conditions 
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for maintaining the life-supporting sectors of the 
economy (agriculture and fuel and energy). 


On the whole, R7.0 trillion were allocated in the nine 
months as targeted credit to the sectors of the national 
economy in keeping with the decisions of the organs of 
state power and government; in the process, the third 
quarter accounted for almost 50 percent of the entire 
volume of credit. Between January and September 1993, 
R2.5 trillion (or 37 percent of the total volume of credit) 
were extended to the agricultural complex, R1.8 trillion 
(or 25.9 percent)}—to pay for the goods shipped early to 
the regions of the Far North, RO.85 trillion (or 12.3 
percent)—to meet the urgent needs of regions, and RO.26 
trillion (or 3.7 percent)—to the fuel and energy complex. 


Overspending on budgetary credit in the third quarter of 
1993, taking into account the sale of funds received from 
international financial organizations by the Ministry of 
Finance to the Bank of Russia, exceeded R3 trillion. 
There is no argument, we are having to oppose powerful 
populist pressure. However, artificial underfunding 
cannot be viewed as a foundation of a thought-out 
budget policy. Many entities fail to receive wages for 
months and even scanty investment. Extensive discon- 
tent may cause mass strikes, which will call for the 
allocation of enormous funds. Their volume will exceed 
the amount of underfunding many times over. Instead of 
maneuvering, albeit within a narrow margin, a plunge 
into hyperinflation, massive unemployment, and social 
chaos may occur. 


Populist pressure may be counteracted by only one thing: 
profoundly substantiated work on the revenue and 
expenditure sides of the budget. However, facts testify to 


the opposite. 


The submitted proposals to refine the indicators of the 
republic budget of the Russian Federation for the fourth 
quarter and the year 1993 as a whole indicate a consid- 
erable growth of expenditures of the republic budget of 
the Russian Federation compared to those actually made 
as of | November 1993 (by R20.9 trillion, or by a factor 
of 1.9), revenues (by R9.4 trillion, or by a factor of 1.6), 
and the maximum size of the budget deficit (by R9.9 
trillion, or by a factor of 2.4). 


In our opinion, such sharp growth of the indicators of the 
Russian Federation republic budget two months before 
the end Jf the current yee ~ is not economically justified, 
proceeding from the existing actual expenditure and 
revenue position of the federal budget after 10 months. 
Moreover, the size of the deficit of the Russian Federa- 
tion republic budget that is proposed for confirmation is 
not covered by sources of financing. 


According to calculations by the Bank of Russia, R7.0 
trillion rubles (41.2 percent) of the proposed maximum 
size of the deficit of the Russian Federation republic 
budget in the amount of R17.0 trillion rubles are not 
covered by sources of financing. 
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In the third quarter of this year, the inflationary expec- 
tations of enterprises were also reinforced in conjunction 
with increases in prices for energy resources which, in 
the environment of a monopoly position of ind. vidual 
producer groups, became the main reason for the accel- 
erated growth of wholesale prices and, with a small lag, 
retail prices, too. In view of this, the Central Bank does 
not expect a substantial reduction in the rate of inflation 
before the end of the year. For 1993 as a whole, the level 
of inflation in Russia will come to between 900 and 


1,000 percent. 


It is important to stress once again that cost inflation is 
becoming dominant. In the process, costs grow unevenly 
in various sectors of the economy. As a result, new price 
disparities develop and the price structure deteriorates. 
In particular, experts estimate that the gap in the 
dynamics of prices for industrial and agricultural output 
has widened. If we assume the parity in 1990 to be 1:1 
(although even then there was no real parity), then in 
1992 it changed to the detriment of agriculture and came 
to 1:0.57, and in 1993, based on the results of three 
quarters, came to 1:0.4. Many such examples may be 
given. 


This testifies to the fact that a reduction in inflation may 
be effected by means of a firm monetary and budget 
policy, but the main causes of inflation may not be 
eliminated. They are found in the loss of manageability 
of state property, the high rete of monopolization in 
production, the severance of economic relations, and the 
historically evolved irrational structure of the national 
economy. 


Of course, the Central Bank should not give up the 
course toward restricting the money supply, which will 
force material and energy-intensive sectors to reduce 
costs of production by introducing new technologies. As 
a result, a market-driven reduction in prices for the 
goods of this category will occur in the medium and long 
term due to lower demand. However, it is necessary to 
stress that such an effect cannot be expected in the short 
term, within the framework in which the monetary 
program should operate. Excessive monetary restrictions 
which do not account for the structural factors of infla- 
tion may only bring about a recession in production or 
the growth of nonpayments which are an alternative 
method to offset higher costs—which is what actually 


happened. 


In 1994, the nature of .he monetary-credit policy of the 
Russian Federation Central Bank will depend largely on 
conditions determined by the consistency of actions of 
the government in the area of implementing the eco- 
nomic reforms. The refinement and detailing of priori- 
ties in the structural policy for the national economy, 
coordinated with specific measures to create a fine-tuned 
system of social adaptation fur people who lose their 
jobs, will be of foremost significance in this instance. On 
the other hand, it is necessary to take further steps for 
setting in motion the market-driven mechanisms of 
structural adaptation in the economy, in particular the 
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demonopolization of the economy, the creation of a 
competitive environment, the development of financial 
markets that ensure the migration of capital, and the 
drawing of an ever greater proportion of the national 
wealth (in particular, land and real estate) into market 
trading. 


It is also necessary to take measures to improve the 
liquidity of enterprises by eliminating a continuous struc- 
tural shortage of proprietary working capital and reducing 
the proportion of credit in the generation of such capital. 
At the same time, we need to counteract the development 
of a process of catastrophic depreciation of fixed assets, in | 
particular, through a balanced amortization policy. | 


It is possible that in 1994, a new factor of cost inflation 
associated with the growth of wages to the level of the 
real equilibrium price of labor will become more active, 
while the impact of the factor of structural increases in 
merchandise prices weakens in conjunction with the 
completion of the process of price decontrol. In all of 
this, it is necessary to keep in mind that this process will 
most likely develop unevenly in different sectors, which 
may create the situation of “chasing the leader.” The 
issues of income policy and social partnership will 
become ever more topical in conjunction with this. 


Hence, we may conclude that the reform processes will 
continue to “spin their wheels” in the future, too, in the 
absence of due attention to all rather than to just some 
aspects of economic and social protection, without organ- 
ically integrating the tasks of financial stabilization with 
calculated solutions in the area of structural and institu- 
tional changes, without harmonization in the work of all 
organs of state government. The transition to a market 
economy is neither an objective unto itself nor a sponta- 
neously evolving process. The national rebirth of Russia 
should ultimately be at issue. This is why state regulation 
is called upon to focus the interests of components of the 
federation, participants in the market, and various social 
groups of the population on accomplishing this nationwide 
task in particular. 


Russian Treasury's Smirnov on Organization’s 
Structure, Tasks 


944E0337A Moscow ROSSIYSKAYA GAZETA 
in Russian 25 Dec 93 pp 1-2 


[Interview with Aleksandr Smirnov, head of the Russian 
Treasury, by Valeriy Zenkov: “We Will Calculate Every- 
thing Down to the Kopeck"’] 


[Text] The treasury is being revived in Russia. This is not 
a new structure for our country. It did not come from the 
West or the East. The treasury existed in imperial Russia. 
The federal organ of today has been headed by Aleksandr 
Smirnov. 


[Zenkov] Aleksandr Vasilyevich, the Central Bank, the 
Ministry of Finance, and the Gosnalogsluzhba [State 
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Tax Service] have money at their disposal in the country 
today, and now the Treasury has been added to them. 
And what will it be doing? 


[Smirnov] The Treasury is the special state organ which 
manages the federal budget. One of our principal tasks is 
to organize an efficient system to finance expenditures. 
On one hand, it should ensure speed and accuracy in 
getting money to the institutions being subsidized and, 
on the other hand, it has to make it impossible for cheats 
to enrich themselves by using the money. 


We will also be regulating financial relationships 
between the republic budget of the Russian Federation 
and the nonbudget state (federal) funds. We also have 
the responsibility of collecting, processing, and analyzing 
data on the status of state finances and providing 
accountability to the highest legislative and executive 
organs of authority on the financial operations with 
funds to operate the government. 


[Zenkov] Is the Treasury an independent organ? 


[Smirnov] No. It is under the Ministry of Finance. But I 
want to draw your attention to the fact that this means 
only that it is not a separate element in the financial 
system, but an integral part of it. It has its own central- 
ized administrative structure. The Treasury has been 
authorized a work force of 20,000 staff employees. This 
is for the entire country. About 9,000 are working at 
present. The Treasury organs include legal entities which 
have independent estimates of the expenditures. Terri- 
torial organs are responsible for accuracy in the conduct 
of all operations with budgetary and other federal funds. 
At the same time, the local treasuries are not in charge of 
them; they only conduct operations with them on 
instructions of the Federal Treasury Main Administra- 
tion. This is how the principle of “cash fund unity” is 
implemented with respect to federal financial resources. 


[Zenkov] Why has such a strict vertical management 
pyramid been established? 


[Smirnov] You see, state finances are going through a 
difficult period now. When administrative functions and 
powers were divided between subjects of the federation and 
the center, the local financial machinery became subordi- 
nate either to the heads of administrations or to the govern- 
ments of Russia's republics, and it is now performing only 
its own tasks and managing just its own budget. But funds 
from the federal budget are being used everywhere, essen- 
tially without control. The territorial treasury organs are to 
take control of the budgetary funds sent to local area: and 
keep a close watch on how they are spent. 


[Zenkov] It is no secret to anyone today that certain 
commercial banks are using funds from the federal 
budget without any controls. 


[Smirnov] Cases such as these are no longer exceptions 
to the rule. And this is very disturbing. The Central 
Bank, which should have been watching the money flow, 
cannot do this effectively because it lacks the necessary 
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technical facilities and personnel. For this reason, the 
Treasury has to exercise efficient control over banks’ 
payment authorizations to specific recipients for funds 
from the federal budget. We have already begun to 
implement this control. But there is nothing to boast 
about yet. After all, the Treasury organs, especially in 
local areas, are still just being pwi together. And of 
course, it will be some time before the new structure is 
operating at full capacity. 


{Zenkov] Aleksandr Vasilyevich, who is the chief budget 
manager in Russia today? 


[Smirnov] In addition to me, there are formally three 
more persons and the same number of accountants who 
are managing it. Our signatures are on the financial 
documents. But in actuality, state funds are managed by 
the Council of Ministers and Government of Russia. It 
submits a draft of the budget for approval, modifies it in 
accordance with the situation, and gives appropriate 
instructions to the Ministry of Finance. We conduct 
specific financing on the basis of them. 


It should be noted that situations in which the Russian 
Ministry of Finance does not formally implement instruc- 
tions from certain managers in the government are occur- 
ring more and more frequently. This is primarily because a 
choice must be made: either to live according to our means 
or to compel the Central Bank to put the machinery in 
motion even faster, that is, to print new money... 


[Zenkov] You said that one of the Treasury’s functions is 
to regulate financial relationships between the republic 
budget and nonbudget federal funds, particularly, the 
Pension Fund, the Social Protection Fund, and social 
insurance. But what does the regulation consist of? 


[Smirnov] Until recently, all nonbudget funds provided 
practically no information on the amount of funds 
involved and their use. The government knew practically 
nothing about operations with a substantial proportion 
of state financial resources. It is quite clear that when 
there is a strict limitation on budgetary funds, it is 
essential to have the opportunity to maneuver these 
resources with the greatest efficiency. 


As far as the need to hold the resources of nonbudget 
funds in the treasury is concerned, this is not a whim, but 
a measure which makes it possible to keep the country’s 
leaders well-informed. By the way, we do not propose to 
transfer their funds to the treasury over the next 4 or 5 
months. 


[Zenkov] We know of dozens of cases today in which the 
transfer of accumulated funds to the budget has been 
delayed. Laws on the budget are not being carried out by 
federation subjects, either. The taxes collected in 
Chechnya have not been transferred to the budget since 
last year. Tatarstan and Bashkortostan have not settled 
accounts with the federal budget thus far. 


[Smirnov] We will probably have to resort to help from the 
president’s edict, which states that the Central Bank, when 
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asked by the federal government, is to write off specific 
sums of the debts from the account of a territory which is in 
arrears. At least the State Tax Service is already adjusting 
the sums of individual territories as of 15 December. After 
this, when asked by the government, the Central Bank will 
write off the funds from the accounts of these territorial 
budgets in favor of the federal budget in a procedure that is 
indisputable. 


In a day or two, the treasury, together with the tax inspec- 
torate and organs of the Central Bank in local areas, will 
begin a check of budget organizations, commercial banks, 
and other financial and credit institutions which are 
engaged in operations with funds from the federal budget. 
Strict penalties have been stipulated for violation. If com- 
mercial banks have diverted money from the budget they 
will have to repay it and pay a fine equal to the Central Bank 
rate in addition. And if they have used this money as credit, 
they must pay it at the rate in effect at a bank for short-term 
loans, increased by another 10 percent. We hope that these 
steps will also discourage bank managers from using state 
funds without any control and squeezing profit out of them 
for themselves. 


Edict on Removing Value-Added Tax from Precious 
Gems, Metals 


944E0337B Moscow ROSSIYSKAYA GAZETA 
in Russian 25 Dec 93 p 6 


[Text of “Edict by the Russian Federation President ‘On 
Removal of the Value-Added Tax on Turnover From the 
Sale of Precious Metals and Precious Stones from the 
State Fund of Precious Metals and Precious Stones of the 
Russian Federation’? 


[Text] In order to reduce the funds for calculations of the 
value-added tax and clearing transactions in the sale of 
precious metals and precious stones in the Russian 
Federation, I decree: 


1. That the value-added tax on turnover fiom sales from 
the Russian Federation’s State Fund of Precious Metals 
and Precious Stones is to be removed as follows: 


—for enterprises, regardless of their form of ownership, 
on uncut precious stones for processing and subse- 
quent sale for export; and 


—for foreign economic organizations and the Central 
Bank of the Russian Federation, on precious metals 
and uncut and cut precious stones. 


2. That this Edict is to be submitted for consideration by 
the Russian Federation Duma. 


3. This Edict enters into force at the moment of its 
promulgation. 


[Signed] President of the Russian Federation B. Yeltsin 
Moscow, the Kremlin 

18 December 1993 

No. 2207 
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Soskovets Discusses Economic Crisis, Possible 
Solutions 


944E0314A Moscow TRUD in Russian 16 Dec 93 pp 1-2 


[Interview with Oleg Soskovets, first deputy chairman of 
the Council of Ministers of the Russian Federation, by 
Yuriy Ursov; place and date not given: “‘The Crisis 
Cannot Be Exorcized With Slogans’) 


[Text] Oleg Nikolayevich Soskovets was born to a 
worker’s family 44 years ago. He began his career as a 
rolling-press operator at the Karaganda Foundry, and he 
was also foreman, shop chief, chief engineer, and general 
director there. He was minister of metallurgy of the USSR 
and first deputy chairman of the Council of Ministers of 
Kazakhstan. Since 30 April of this year he has been first 
deputy chairman of the Council of Ministers-Government 
of the Russian Federation. He is a doctor of technical 
sciences and member of the Engineering Academy. 


In the Council of Ministers of Russia, Oleg Soskovets is 
in charge of the block of industrial ministries, including 
the fuel and energy and defense complexes. His office is 
by present times not so much hot as incandescent. And 
were the reasons for this only of an economic origin.... 


You do not have to be a person versed in the intricacies of 
the highest echelons of power to have observed that 
political conditions have as of late very often come to 
subordinate to themselves long-term economic goals, and 
that specific management decisions have been replaced by 
general slogans “about the benefit of the market econ- 
omy.” - does Russia's “chief industrialist” view the 
situation 


“I shall not venture now to analyze the entire set of 
factors of the chronic economic crisis. | will say only 
that, in my view, a system with internal and strict 
connections in implementation of the reform has been 
lacking. As a result, seemingly undoubtedly positive 
elements of the transformations in this sphere or the 
=-—. but not tied to the reform as a whole, have had no 
ect. 


“Or privatization.... Having studied the proposals for a 
change in the privatization program, the government 
concluded: Changing the rules of the game would be a 
mistake. But this does not mean that questions of an 
adjustment of privatization have been removed. 


“Today it is oriented mainly toward the inordinate 
comminution of production and cannot lead to the 
creation of a modern market economy. It is essential to 
adopt a policy of the creation of large-scale financial and 
industrial groups competitive on the world market, not 
create domestic competition at the price of a sharp 
decline in the efficiency of the economy. Financially and 
technically connected groups of enterprises precisely 
planning their joint work and organically interacting 
with research and planning organizations are needed. 
Associations of enterprises manufacturing products of 
the same type—of the ministry and main administration 
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type—should be avoided here. Associations competing 
with one another, like corporations in the United States 
and other Western countries, are needed. It is not the 
monopolization of production but oligopoly competition 
that is needed here. 


“It is important, in my view, to speed up the elaboration 
of a package of decrees on privatization. They concern 
questions of protection of the private property rights of 
the citizens, the registration of enterprises, and deals 
involving real property and regulation of the procedures 
of the transfer of title to securities. It is contemplated 
also to estabiish a new procedure of clearing transactions 
and the depositing of the privatization checks and guar- 
antees of protection of the rights of shareholders. 


“We very often hear nowadays: ‘We need to carry 
through bankruptcies!’ ‘No loans to state-owned enter- 
prises!’ ‘Let us limit the budget deficit and inflation!’ All 
quite right, seemingly. But a crisis cannot be exorcized 
by slogans. Each theoretically correct postulate needs a 
system of specific economic calculations and, it is per- 
fectly probable, adjustment. Refusing loans to a factory 
producing footwear that comes apart on the way home 
from the store is one thing. It is clear that this factory is, 
unless its leaders draw conclusions, manifestly insolvent. 


“But what is to be done by a plant manufacturing a 
perfectly competitive product, for which, however, a 
consumer cannot pay: there is a shortage of working 
capital, which was cverlooked when it came to index- 
ation. Or by a ueiense enterprise capable of making 
excellent commodities, but lacking the funds for the 
creation of new production capacity? What are these— 
bankrupts owing to a sales crisis or for some artificial 
reasons?” 


{Ursov] Do we have many strong enterprises? 


[Soskovets] One example. Each ruble of conversion 
credit allocated last year has this year produced in 
comparable prices R3 of commodity products. And 
many such instances could be cited; that they go unno- 
ticed by society for some reason or other is another 
matter. 


[Ursov] And there is here, of course, the “contribution” 
of the Council of Ministers of Russia and, specifically, 
the Commission for Operational Matters—the “inner 
Council of Ministers”—which you head.... 


[Soskovets} I understand your irony; nonetheless, | will 
say that the Council of Ministers also is playing its part, 
in that it is supporting the economically substantiated 
calculations of the directors of the strong enterprises and 
providing them with government support. A misappre- 
hension concerning the corps of directors has taken 
shape here for some reason or other: as though they are 
just dreaming of a revival of the administrative system 
with the command distribution of resources. They are a 
minority, which will supplement the list of bankrupts, 
incidentally. The leaders of the majority of strong works 
have fit into the market very well and are successfully 
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mastering market possibilities. Nor is this surprising. I 
believe that a person who knows how to organize the 
development of the technology and the production of a 
modern multi-purpose helicopter, say, can quite easily 
learn to sell it at the best price. Making a manufacturer 
out of a salesman is more difficult... 


As far as the Commission for Operational Matters is 
concerned,... The state remains as yet, you know, the 
owner of approximately 80 percent of products, and the 
key question remains the efficient organization of the 
administration of this property, the formulation of the 
general principles of the retooling of the base sectors 
included. They currently bring in four-fifths of the 
income in the national economy. 


[Ursov] What about private, share capital? Perhaps you 
are not that great a believer in its potential, in the 
advantages of the decentralization of management... 


[Soskovets] Yes, decentralization of management is 
essential. It is impossible to decide in Moscow, for 
example, questions of pay at this enterprise or the other, 
determining the list of suppliers, and so forth. But up to 
a prudent lirnit, to the point at which decentralization 
leads to anarchy, to the destruction of business relations, 
and is harmful to society. It is a myth that the market in 
the West is free of the influence of the state. It is 
regulated more strictly than under the State Planning 
Committee, it is just that the mechanisms are different, 
economic. Take away the government levers in the 
United States, and chaos in the economy would begin in 
an instant. And the Americans have never been 

tists, what is more; they have taken the best from all the 
numerous economic theories. One of our problems is 
that we have become accustomed to following just some 
one concept. But there is not today, simply put, a single, 
all-embracing economic theory suitable for the control 
and regulation of any economy of any country. It is 
necessary also to employ a strict system of monetarism, 
but Nobel Prize winner W. Leontief cannot be forgotten 
either. His “input-output” method analysis is employed 
as a most important method of centralized economic 
planning and budget policy by the United Nations, the 
World Bank, a large number of governments... 


I have faith in the possibilities of private and share 
capital springing up in Russia. In addition, individual 
representatives thereof have already begun to invest in 
large-scale industry which has found itself without state 
support. A recent example: The Aeroflot Bank has 
opened a branch in Neryungri, via which it will finance 
large-scale projects for the assimilation of mineral 
deposits and the development of the mining industry. 


[Ursov] The Aeroflot Bank example is as good as it is 
unicue. There are far more instances, alas, of enterprises 
“killing off’ old equipment, lacking the opportunity ‘or 
the development of production. Do you not feel yourself 
responsible to some extent for this situation? 


[Soskovets] It is a problem when any enterprise down- 
sizes and faces the threat of bankruptcy. And it is a 
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tragedy when this occurs with modern production, which 
manufactures excellent goods. Of course, I feel involun- 
tary guilt when it is a question of industrial crisis—I have 
been unable, consequently, to persuade members of the 
government of the need to adopt this measure or the 
other. 


And there have repeatedly been words in the press about 
the alleged split in the government. It was for this reason 
that at an enlarged session of the Council of Ministers 
the prime minister expressed his concern at the multi- 
party character that has been manifested within the 
government, where today various election blocs and 
movements are represented. 


But if we are speaking about strategy and tactics, our 
common opinion is what it was before. We are for a 
policy of centrism, for a “middle” line, which is at the 
same time the sole possible vector of reforms, in my 
view. And we should pursue this line firmly and consis- 
tently, remembering, incidentally, the election results 
and analyzing the reasons why the results were in fact 
such. 


All of us in the government know, for example, that the 
state budget is inadequate, that we cannot render large- 
scale industries assistance. But then we need to formu- 
late a common and precise policy: to grant such enter- 
prises preferential taxes. The Volga Auto Works, for 
example, today owes its suppliers R80 billion and is 
embarking on new construction here. Yet the plant pays 
into the state coffers approximately R600 billion in taxes 
annually. It is clear that the government cannot leave the 
Volga Auto Works in ' 1is calamitous situation; automo- 
bile manufacturing is a profitable business. Conse- 
quently, it will be necessary to allocate credit from the 
budget. But would it not be simpler to leave the works 
some of the taxes so that it might develop new capacity— 
for money earned with one’s own hands is always spent 
more efficiently than state-budget, “others’,” money, 
after all. We have tens and hundreds of enterprises 
working, like the Volga Auto Works, efficiently. Those 
that obtained certain privileges a year or two ago have 
today even begun to manufacture high-quality products: 
refrigerators, video equipment, attractive carpets, suits, 
footwear. This is the meaning of a selective official 
policy of support for industry. And should the govern- 
ment not be monolithic on these matters? 


[Ursov] Only why is V. Gerashchenko, chairman of the 
Central Bank, issuing government loans to practically all 
who ask, if we are to believe the assertions of some 
members of the government. Whence the inflation, the 
decline in the living standard... 


[Soskovets] Vladimir Vasilyevich Gerashchenko is one 
of the few important and respected financial experts who 
have not forgotten how to pronounce the word “produc- 
tion.” The money is not in itself worth anything; it is the 
commodities that it supports that are important. Yes, 
Gerashchenko issued credit for the replenishment of 
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working capital and the clearance of enterprises’ recip- 
rocal debts—and immediately after this the rate of 
decline of production fell, and the manufacture of prod- 
ucts increased. And it is something else that is engen- 
dering inflation: in order to survive in the absence of 
money, the enterprise has been forced to raise prices, 
compensating for the decline in production. 


In any event, we need to proceed first and foremost from 
the geopolitical and economic interests of Russia. At the 
words “interests of national security” in the United 
States, the strongest companies stand to attention, 
because their executives know that the government will 
not leave them in the lurch. We had just recently only to 
commence negotiations on the sale of certain types of 
mechanical engineering products in Europe, and the 
United States was threatening a tightening of the condi- 
tions of trade with Russia—the interests of American 
companies with a firm hold of this market could, after 
all, be hurt considerably. It is about such a fusion of 
interests and interaction among the government, 
national entrepreneurs, and manufacturers that I dream 
and for which I am working. 


Labor Minister Discusses Wage Policy 


944F0222A Moscow ROSSIYSKIYE VESTI in Russian 
14 Dec 93 p 3 


{Remarks by Gennadiy Melikyat:, minister of labor, 
prepared and compiled by Yelizaveta Leontyeva: “We 
Write Down Income, but Keep the Expenses in Our 
Head”’] 


[Text] Today’s social policy has in many ways inherited 
former approaches. We all remember upon what they are 
based: on the supremacy of state property, on the 
planned-distribution economic system, and most impor- 
tant, on the state’s guardianship over all strata of society. 


Our main task is to work out a new, contemporary 
policy, operating in an economically free, law-based 
state. We should reserve a special place for incomes. The 
government does not intend to restrain their growth; 
otherwise, we will only decrease the material interest in 
the development of production and curtail consumer 
demand. At the same time, we will proceed from accel- 
eration of the rise in salaries in comparison with other 
forms of incomes, orienting ourselves on the encourage- 
ment of labor initiative. 


At the same time, we should gradually shift the tax 
burden from the ente: prises to the population’s indi- 
vidual incomes. But v.e well understand that nothing will 
come of this without a continuing review of wage rates 
and salaries of workers in the budget sector, and unless 
we gradually resolve that painful problem. Here the new 
legislation on labor should come to our aid. Its bases will 
be adopted in 1994 and, along with them, a packet of 
other acts aimed at the protection of the rights and 
guarantees of hired workers. Such as laws, for instance, 
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on the settlement of collective labor disputes, on wages, 
on social insurance, on private individual entrepreneur- 
ship, and so on. 


What should be the results of a wage reform? It is 
important to ensure protection of wage guarantees. Here 
it will be necessary to work out measures of employer 
responsibility for their observation. It is also essential to 
regulate salaries of managers of state enterprises and 
joint-stock companies where the share of state property 
is more than 50 percent. This can be done, for example, 
on the basis of differentiation of salaries and establish- 
ment of direct dependence of all salary raises on the 
financial results of the enterprises’ work. At state enter- 
prises and at enterprises with a preponderant share of 
state property, it is necessary to tighten supervision of 
the use of funds for consumption. The lever could be 
such: to use for wages that portion of the funds which the 
collective earns through sale of production (work, ser- 
vices). But then it would make sense to forbid the use for 
this purpose of funds that come from the renting of fixed 
capital, amortization deductions, or investment credits. 


Citing al! these aspects of the wage policy, I would put in 
first place the raising of the purchasing ability of the 
economically active population. It is society’s support, 
and we should not forget it. 


And, of course, we should keep social partnership in 
mind. The partners—the government, associations of 
employers, trade unions, and so on—should mutually 
ensure the economically based correlation of the vol- 
umes of production and the increase of wages. Their 
joint task includes anti-inflationary measures and cut- 
ting the budget deficit, as well as the staving off of 
massive layoffs and generally a whole range of agreed-on 
measures on the raising of production activity. To this 
end, it is necessary to introduce changes and additions to 
the Russian Federation Law “On Collective Negotia- 
tions and Agreements,”” and to adopt the government 
decree “On Social Partnership” and a number of other 
legislative acts. 


And all the same, in spite of a whole range of measures 
elaborated, it is impossible during the period of eco- 
nomic restructuring to protect the individual completely 
from social burdens, and especially from the loss of 
work. From the standpoint of production reform, a 
decrease in the numbers of jobs is inevitable. In these 
conditions, regulation of employment structures should 
become a task for the state. First of all for the benefit of 
the service sector. 


Bearing in mind that 89 separate regional labor markets 
have formed in our country, the local organs of power are 
beginning to play a large role in the resolution of prob- 
lems of employment. In the case of an increase in the 
socially permissible level of unemployment, the regional 
administration receives the right to introduce a permis- 
sive procedure for dismissal from enterprises (regardless 
of form of ownership). In addition, programs for the 
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support and development of small and family-owned 
private entrepreneurship will be introduced in the 


regions. 


Regional employment policy is a special issue, which 
requires repeated discussions at all levels. The main 
thing now—both for the government and for the regional 
representatives—is all together to mitigate the social 
burdens of the reforms, to do everything in order to pass 
as quickly as possible through this complicated period of 
economic transformations. 


Trade Committee Chairman on Market Orientation 
During 1992-1993 


944E0318A Moscow EKONOMIKA I ZHIZN 
in Russian No 50, Dec 93 pp 1-2 


[Article by Ivan Ivanovich Gorbachev, chairman of the 
Russian Federation State Committee on Trade: “Trade: 
The Year’s Results”’} 


[Text] At the request of EKONOMIKA I ZHIZN readers 
Ivan Ivanovich Gorbachev, chairman of the Russian Fed- 
eration [RF] State Committee on Trade, tells about the 
ee Te 
the sector. 


Despite the difficulties that are familiar to everyone, the 
situation in the Russian consumer market still illustrates 
that it is becoming more active. Trade is really moving to 
market relations. The nonstate sector is beginning to 
play a larger and larger role in it. The share of the private 
sector in commodity turnover rose from 8 percent in 
1992 to 33 percent this year according to the results of 
the first 9 months. The supply of goods has expanded, 
although they are at relatively high prices. For example, 
observations show that the coefficient of the level of 
foodstuff availability in the retail network was 60-70 
percent, while for nonfood goods it was 80 percent, and 
the figure increased 10 percent compared to January- 
September of last year. There is no doubt that this also 
reflected the slowdown in the rate of decline of consumer 
goods production from 17 percent for the first 9 months 
of 1992 to 11 percent in the same period in 1993. 


Nonetheless, retail commodity turnover in physical terms 
remained at the same level in January-October of this year 
as in that period of last year, and amounted to 23.2 trillion 
rubles [R]. In addition, another R2 trillion worth of goods 
was sold through the unorganized market. But for 1993 as 
a whole it is expected that the volume of retail commodity 
turnover will be R35 trillion. 


With a stable rate of decline in production, goods have 
begun to accumulate unsold. On 1 November 1993 the 
total of commodity stocks in retail and wholesale trade 
and in industry was R6.6 trillion, enough for 55 days of 
trade. 


There has been a slight increase in the proportion of 
nonfood goods in the structure of retail commodity 
turnover; in the first 9 months of 1993 it reached 48 
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percent compared to 44 percent for the same period of 
1992. This is evidence of favorable trends. 


The situation in the market for foodstuffs is improving 
somewhat. Since May the supply of bread, flour, groats, 
macaroni goods, dairy products, and sugar has been 
basically normal. Nonetheless we all see that the assort- 
ment and quality of products and prices do not always fit 
consumer demand. 


The saturation of trade with certain nonfood goods is 
beginning to improve gradually. Articles made of natural 
fur, coats, jackets, men’s suits, shirts, knitted outer 
garments, footwear, silk fabrics, television sets, radio 
sets, and other cultural-domestic and household goods 
are always available for sale. 


It is true that the market for nonfood goods is filled to a 
significant degree by purchases of these goods abroad. 


Thus it can be stated: despite the complex situation in 
the consumer market, the shortage of commodity 
resources because of the continuing production decline, 
the significant decrease in import of goods from CIS 
countries, the Baltic, and other countries, the continuing 
shortage of working capital at trade enterprises, and the 
high cost of bank credit, the population has been sup- 
plied with the basic necessities this year. 


A few words about the prospects for the consumer 
market in 1994. According to our calculations, taking 
expected inflation into account, retail trade in the 
coming year is predicted to be R167 trillion, and sale of 
foodstuffs will be more than half of that. Ensuring such a 
volume of commodity turnover will depend largely on 
efforts to stabilize agricultural production and the pro- 
cessing and other industrial enterprises which produce 
consumer goods. 


The results of the wholesale fairs to purchase nonfood 
goods for 1994, which were held in October and 
November by the Committee jointly with industrial and 
trade concerns, associations, and firms, are a hopeful 
factor in the predictions. About 3,000 enterprises took 
part in the fairs, including small and medium-size busi- 
nesses, joint enterprises, and foreign firms, which are 
sensitive to the demands of the market. 


What is the Committee itself doing to accelerate the 
sector’s transition to market relations? We must 
remember that at the end of December of last year the 
Russian government atified the statute on the RF 
Committee on Trade. So what problems has the Com- 
mittee been able to solve in the past year? One of our 
most important tasks is to implement state policy, which 
is defined by presidential edicts and government 
decrees, in the field of trade. In conditions of the 
economic reforms economic methods of management 
have replaced administrative-command methods. So 
under the statute the Committee coordinates the activity 
of interested ministries and departments to deliver 
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goods under federal allocations and determines per- 
formers of state orders and deliveries of food and non- 
food goods from all sources. It acts as the state purchaser 
of consumer goods and food that is bought from import 
through hard currency allocated by the state and through 
other sources, places these goods by territories of the RF, 
and monitors their delivery. The Committee does every- 
thing possible to promote commercialization, privatiza- 
tion, demonopolization, and the development of compe- 
tition in the sphere of trade and public catering. To 
perform all these missions the Committee has estab- 
lished working relations with the territorial executive 
organs and with the ministries and departments that 


produce the goods. 


It is well-known that in the initial phase of economic 
transformations the organs of trade management— 
enterprises, trusts, and administrations—were abolished 
almost everywhere, which was largely responsible for 
unforeseen negative consequences. The assortment of 
goods available decreased greatly, especially goods for 
children and elderly persons—the so-called ‘small 
stuff’—while the quality of goods deteriorated, the spe- 
cializations of trade enterprises were upset, and the 
quality of service to the population fell sharply. 


Reality confirmed the need to restore the territorial 
organs of state regulation of trade. At the Committee’s 
proposal the government issued decrees that provide the 
legal foundation to form sectorial organs in the local 
areas. At the present time an absolute majority of the 
regions of Russia (85 of 88) have formed such organs. 


The Distribution of RF Retail Commodity Turnover by 
Forms of Ownership in January-September, from RF 











State Committee for Statistics Data 
1. 2, Mpoune - 6,0% 
rocynapcrBennan - 3. 
46,0% YacTHaRn - 
32,9% 
ee 
xoonepaynan - 15,1% 











Key: 1. State—46.0% 2. Other—-6.0% 3. Private—32.9% 
4. Consumer Cooperative—15.1%. 





Vigorous steps are being taken to shape the market 
infrastructure of the sector. Privatization is being carried 
out rapidly. The proportion of privatized enterprises 
among those on independent balances in retail and 
wholesale trade has reached 50 percent, while in public 
catering it is 70 percent. The management independence 
received in the course of market transformations has 
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given trade enterprises the opportunity to establish more 
efficient relations with suppliers, respond promptly to 
changes in market conditions, and improve economic 
and financial indicators. 


From the beginning of economic transformations the 
Committee has been actively involved in their imple- 
mentation. The Committee took part in the preparation 
and adoption of a number of fundamental documents— 
presidential edicts and government decisions on ques- 
tions of commercialization and privatization of trade 
enterprises. The results of privatization were thoroughly 
reviewed at sessions of the Committee’s governing board 
with the participation of the deputy heads of adminis- 
trations and managers of sectorial structures. 


Unfortunately, it has not been possible to avoid mistakes 
and miscalculations in the course of the transformations. 
The programs for privatization of trade enterprises were 
often developed and carried out by organs of Goskomi- 
mushchestvo [RF State Committee on the Administra- 
tion of State Property] without participation by special- 
ists of the sector, specific features of the sector were not 
always taken into account, nor ultimately were the 
interests and wants of the public. Thus, in many cases 
the contracts of sale of trade enterprises did not stipulate 
conditions that would force the buyer to support the 
interests of the public being served. For example, the 
necessity of continuing an enterprise’s commodity spe- 
cialization and previous working schedule, the need to 
serve privileged categories of the population, and the 
mandatory requirement to keep a certain assortment 
available for sale. Contracts frequently did not envision 
the extent of the new owner's responsiblity for failure to 
perform agreed-upon obligations. And often when all 
these conditions were envisioned, they were violated 
with impunity. 


Therefore, we must increase the accountability of trade 
employees for the quality of service to the public and 
step up monitoring of compliance with the established 
rules of trade and agreed-upon conditions. The necessary 
organizational services and legal-normative documents 
for this in large part already exist. 


The privatization program for 1994 envisions an accel- 
eration of mandatory privatization of wholesale trade. 
The Committee is supporting this line of activity and 
considers it essential to review the conditions that give 
wholesale enterprises an interest in the development of 
inter-regional circulation. In support of the provisions of 
the governmental privatization program for 1994 the 
Committee developed the document “Distinctive Fea- 
tures of Privatization in Trade,” which will make it 
possible io avoid mistakes that have occurred. 


Normal trade requires a precise system of regulation and 
interaction of stores, trading houses, associations, and 
the state using both market and state mechanisms. These 
matters will also be at the center of the Committee’s 
attention. 
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In 1994 the Committee intends to do everything possible 
to promote entrepreneurship, competition, and develop- 
ment of the market infrastructure in the trade sector. 
Plans envision introducing refrigerated storage capaci- 
ties for 80,000 tonnes plus 50,000 square meters of 
general goods warehouses and stepping up the construc- 
tion and reconstruction of retail trade and public 
catering enterprises. 

Together with interested ministries and departments 


The Committee’s plans envision development and intro- 
duction of new designs and technologies, scientific 
research, and a set of sectorial normative documents. A 
great deal must be done to ensure the training and 
retraining of professional cadres in conformity with the 
requirements of a market economy. 


Trade is expected not just to sell goods; it must also serve 
the customer, the human being, ensuring a high quality 
of service. The work of trade and public catering enter- 
prises in all forms of ownership and ali trade manage- 
ment organs must meet this requirement. 


New Representative Elected to Trilateral Commission 
944E0323A Moscow SEGODNYA in Russian 14 Dec 93 p 2 


[Report by Andrey Nikolayev: “The Trade Union Side 
of the Reconciliation Commission Is Formed: Trade 
Unions Intends To Present Unified Opinion’) 


{Text} The leaders of 72 all-Russia trade unions and their 
associations have agreed luring a conference in Moscow 
to select new members of the trade union group in the 
Russian Trilateral Commission for Settling Social and 
Labor Relations. After many hours of debates, trade 
union leaders formed a group of representatives and 
came to the conclusion that they should present a unified 
opinion in the commission. The conference participants 
considered five possible options for forming this group. 
Keeping in mind that the number of slots in the com- 
mission is strictly limited, the decision was to use a 
soft-rating vote, in which only trade union and associa- 
tion top officials participate. As a result, 28 persons were 
elected to the trilateral commission by a secret ballot; 
they represent organizations of different orientation, 
among which is the Congress of Russian Trade Unions 
trade union association and eight trade unions that are 
not FITUR [Federation of Independent Trade Unions of 
Russia] members. 


According to Irina Ledeneva, deputy chairman of the 
trade union of mining and metallurgical industry 
workers of Russia, represented in the trilateral commis- 
sion will be a broad spectrum of trade unions. It is 
especially important, in Mrs. Ledeneva’s opinion, that 
the representatives elected to the commission possess a 
knowledge of social and labor relations and be hard 
workers. “These are workhorses who will take upon 




















themselves a load of problems and will be worthy oppo- 
nents to both the government and the business side,” 
said Mrs. Ledeneva. 


In addition, the conference participants agreed to form a 
permanent advisory and consu!tative body—a consulta- 
tive council of sectoral trade unions. Its tasks will include 
looking into problems that require intersectoral and 

coordination of the trade union movement 
in Russia, including coordination of trade union actions, 
as well as monitoring the implementation of the general 
tariff agreement. 


Mrs. Ledeneva also reported that the trade union side is 
all set to start working on the 1994 general agreement. In 
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[Article by Igor Karpenko, IZVESTIYA correspondent: 


After the November boom, which raised the rate of a 
check almost to 30,000 rubles [R], its cost in December 
fell somewhat, and for two weeks it held steadily in the 
range of R25,000. The importance of the voucher also 
increased at auctions. | would remind you, for example, 
that the last rather prestigious all-Russian auction, 
Yuganskneftegaz, brought its participants up to eighteen 
200-ruble shares for one voucher, which is almost twice 
as high as the average index for the entire period of 
privatization. Apparently, these circumstances, and also 
the recent decision of the government about the index- 
ation of the value of property in connection with infla- 
tion for the purposes of increasing amortization deduc- 
tions, caused a new surge in the press, it would seem, of 
a long since “exhausted” and buried subject—voucher 
indexation. 


ROSSIYSKAYA GAZETA, for example, simply accom- 
panied the official publication about the indexation of 
property with its note under the heading “But They 
‘Forgot’ To Index the Voucher,” in which it is proposed 
to declare the price of a check at a million rubles. The 
Moscow mayoralty plans now to conduct privatization 
in the capital according to indexed prices and its own 
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rules, and it is even threatening an edict of the president 
prepared on this score that is just awaiting his signature. 


But the fact is that under conditions of inflation and a 
drop in production, the market is working out other 
criteria of values, under which the main one is the 
opportunity for a quick turnover of capital and the 
acquisition of profit in a very short time. Property, 
independently of its real value, transforms its owner into 
a bankrupt under hyperinflation if it does not bring an 
income and if it is impossible to sell it quickly. But the 
voucher is only a symbol of a certain share of property, 
mainly industrial enterprises, whose debts now are 
counted much more frequently than profits. 


The voucher does not come to the exchange entirely as a 
share of this property, but as a security whose value is 
determined only by its liquidity, and the profit—the 
difference between sell and buy prices. In a normal 
economic situation, the market will absolutely put every- 
thing in place, it will find the real price 
is now unprofitable, and with it—also the shares of its 
owners. 


But today, any attempts to designate the value of a check 
“from above” can bring the securities market nothing 
except its collapse. The very same effect will also be given 
by efforts to change the rules of the game in privatization 
and in check auctions with the help of property indexation. 
But a simultaneous and balanced indexation of the value 
of property generally does not make sense, except perhaps 
that it will occupy an army of officials in continuous 
arithmetic exercises and give them a right to interfere in 
market processes that absolutely do not need this. 


However, the idea of voucher indexation is already being 
used as “bait” for the usual credulous man in the street. At 
the end of November, in a television commercie!, one of 
St. Petersburg’s investment funds already started to offer 
potential investors ever. up to 300,000-ruble shares for 
each voucher. Moreover, the reasoning from the screen 
sounded convincingly familiar: If the price of property 
under indexation according to the current factor in effect 
increases on an average of 30 times, this means that the 
voucher should be indexed commensurately. 


Unfortunately, no one is assuming the task of explaining 
to ordinary Russians that it is quite possible that the 
hundreds of shares of the fund that is generous in its 
promises will really have no more value than the paper 
they are printed on. And, of course, they surely will bring 
fewer dividends than the “standard” dozen shares of a 
sound fund that guards its reputation and does not desire 
to dupe its potential clients with advertising scams. 


Today the gaps in the legislative base and the deficiency 
in normative acts that protect ihe rights of shareholders 
and, indeed, that simply regulate these rights, are being 
felt more and more acutely. As before, there is also no 
new state program of privatization in which it is neces- 
sary, apparently, once again to confirm the approved 
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“rules of the game” and to explain the reason for and the 
nature of the innovations. Previously, the procrastina- 
tion in the resolution of these questions was associated 
with the antagonism of the Supreme Soviet, and now— 
with open references to the coalition nature of the 
government that is blocking the passage of the most 
important business documents. One would like to hope 
that the personal power ambitions that split the govern- 
ment into blocs during the election campaign will now be 
brushed aside and forgotten for the sake of the cause and 
in the interests of Russian reforms. But the dismal result 
of this dissociation in these elections should teach the 
democrats something.... 


Business Activity of Industrial Enterprises for 
January 1992-June 1993 


944E0327A Moscow DELOVOY MIR in Russian 
No 253, 13-19 Dec 93 p 17 


[Article by Georgiy Ostapkovich and Nina Zhukova, of 
the Council of Ministers Center for Economic Condi- 
tions: “Enterprises’ Business Activity Over an 18-Month 
Period: Analysis and Projection”’] 


[Text] In the following article DELOVOY MIR readers 
are presented with the results of three studies of business 
activity by industrial enterprises in Russia in 1992 and 
the first half of 1993 (for the results of the latter half see 
DELOVOY MIR, No 223, 8-14 November 1993). These 
studies are conducted on a regular basis by specialists 
from the Center for Economic Conditions as part of a 
long-range program to study the condition and develop- 
ment prospects of the industrial sector of the Russian 
Federation economy. The results of a survey are used to 
determine managers’ opinions regarding the dynamics of 
primary indicators of their enterprises’ operations in 
each period and to make short-term projections. Anal- 
ysis of the information thus obtained is broken down by 
industry, by type of ownership and by enterprise size. 


Overall Findings 


Assessments made by plant managers regarding the 
economic situation of their enterprises during the period 
from the beginning of 1992 to the end of the first half of 
1993 make it possible to trace the following trends (see 


graphic): 
—a decline in utilization of production capacity; 


—a reduction in output, but less marked than the decline 
in utilization of production capacity; 


—declining demand for industrial enterprises’ products, 
though over the last two six-month periods to a lesser 
degree than the decline in output; 


—a decrease in the number of people employed in 
industry, but to a lesser degree than the decline in 
utilization of production capacity; 


—less liquidity of enterprises’ financial resources; 
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—rising prices for products, raw materials and other 
materials; 


—a decline, beginning in the second half of 1992, in 
enterprises’ inventories of raw materials and other 
materials. 


Inventory 


In the first half of 1992 more than one-half of all 
managers reported an increase in inventories of raw 
materials and other materials, roughly twice the number 
of those reporting that such inventories had decreased. 
However, in subsequent periods more than one-half of 
those responding noted a reduction in inventories; this 
figure was up by a factor of two in the second half of 
1992 and by a factor of almost three in the first half of 
1993. According to projections this trends toward 
— inventories will continue through the end of 
1993. 


Over the past 18 months the most dramatic decrease in 
inventories of raw materials and other materials was 
observed in light industry and, beginning with the 
second half of 1992, in the ferrous metals industry. 
Inventories decreased to a lesser extent in the fuel and 
food industries than in other sectors of the economy. 
be  ——— is expected to continue in the second half 
1993. 


During all three studies there was a constant decrease in 
the percentage of managers reporting increases, and an 
increase in the percentage of those reporting decreases in 
inventories of finished products at their enterprises: 67 
and 14 percent and 41 and 33 percent in the first and 
second halves of 1992, respectively, and 31 and 36 
percent in the first half of 1993. A trend toward smaller 
inventories of finished products in Russian Federation 
oo for the current six-month period as 


In the ferrous metals, food, milling and cereals and 
printing industries this decline was observed beginning 
with the second half of 1992 but, according to projec- 
tions, will end in the latter two industries during the 
second half of 1993. By contrast, over the past 18 months 
no decline in inventories was observed in the fuels, 
chemical and light industries or in the machine building 
industry, and in the fuels industry no such decline is 
projected before the end of 1993. 


According to the surveys, this trend toward a decline in 
finished product inventory was most noticeable at smal! 
enterprises (those with fewer than 200 employees) and 
leased enterprises. 


Prices 


Virtually all managers of industrial enterprises reported 
constant price increases for the raw materials and other 
materials used by them. Moreover, approximately 95 
percent of the respondents regularly reported increases 
in the price of the products manufactured by them, with 
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Dynamics of Change” in Key Indicators of Business Activity by industrial 
Enterprises in Russia, 1992-93 
(Based on the findings of thece surveys, in pescentage poiats) 
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only 4 percent reporting unchanged product prices. 
According to projections all these price trends will con- 
tinue through the end of 1993. 


Respondents from the fuels and machine building indus- 
tries reported larger price increases for their products 
than in overall survey responses. As indicated by the 
distribution of respondents’ answers, there were larger 
price increases than the survey average in the food 
industry and the building materials industry, as well as 
(beginning with the latter half of 1992) in the non-ferrous 
metals industry. A certain slowdown in price increases 
was observed in the chemical industry. In contrast to 
previous periods, managers of all the fuels industry and 
ferrous metals industry enterprises surveyed are plan- 
ning to raise their products prices during the second half 
of 1993, whereas only 87 percent of respondents from 
the non-ferrous metals industry report similar plans. 


Liquidity of Financial Resources 


During the past three six-month periods there has been a 
marked decrease in the percentage of managers reporting 
an increase in the amount of their enterprises’ own 
financial resources: 37, 27 and 23 percent, respectively, 
with the opposite reported by a constant 43 percent of 
respondents. It is projected that this trend toward a 
decline in enterprises’ own financial resources will con- 
tinue through the end of 1993. 


The most intensive decline in liquid funds was in the 
machine building industry, with declines regularly 
reported by more than one-half of respondents, and 
increases reported by roughly one respondent in five in 
that industry. Against the backdrop of a favorable situ- 
ation in 1992, the printing industry experienced a sharp 
drop in the liquidity of its financial resources in early 
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1993. There was virtually no decline in the liquidity of 
fund in the food industry, and during the past two 
six-munth periods the non-ferrous metals industry has 
actually seen an increase in those funds. According to 
projections these characteristics of movement in enter- 
prises’ own funds will continue through the end of 1993 
in the machine building, food and non-ferrous metals 
industries. 

The greatest decrease in fund liquidity was reported by 
large enterprises (those employing more than 1,000 
workers). This situation is expected to continue during 
the second half of 1993 as well. 


The two latest surveys indicate that in contrast to enter- 
prises’ own funds the amount of loans received by 
industrial enterprises increased constantly overall. 
According to projections, loan volume will continue to 
increase in the second half of 1993. However, it is 
projected that loans to the fuels, ferrous and non-ferrous 
metals and printing industries will decrease during the 
same period. 


Large enterprises (those with more than 1,000 
employees) and joint-stock companies took out loans 
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most frequently. The latter have no plans to reduce their 
activity before the end of 1993. 


Utilization of Production Capacity 


For the survey as a whole the level of production 
capacity utilization in the second half of 1992 was 
roughly 64 percent, dropping to 60 percent during the 
first half of 1993. That decline extended to vi all 
the industrial sectors studied. However, a better situa- 
tion with regard to utilization of production capacity 
existed in the non-ferrous metals industry (utilization 
rate during the second half of 1992 was 72 percent, 
declining in the first half of 1993 to 65 percent), the fuels 
industry (78 and 72 percent, respectively), milling and 
cereals industry (72 and 64 percent) and the printing 
industry (71 and 71 percent). Moreover, the latter 
industry, in contrast to the others, actually showed some 
stabilization of its production equipment utilization 
rate. The least intensive utilization of capacity overall 
was observed at enterprises in the machine building (64 
and 57 percent), chemical (64 and $4 percent) and food 
industries (62 and 59 percent) (see Diagram 1). 





Diagram 1: Average Level of Production Capacity Utilization in Individual Industries at the End of Second Half 1992 
and First Half 1993 (Based on Managers’ Assessments, in Percent) 






































Industry First Half, 1993 Second Half, 1992 
Fuels Industry 12 78 
Ferrous Metals Industry 60 69 
Non-Ferrous Metals Industry 65 2 
Chemical and Petrochemical Industry $4 64 
Machine Building Industry $7 64 
Timber Industry 59 67 
Building Materials Industry 61 65 
Light Industry 64 66 
Food Industry 59 62 
Milling and Cereals Industry 64 2 
Printing Industry " T 











The lowest utilization rate over the past two six-month periods was reported at small enterprises (those with fewer than 
200 employees) (60 and ‘5 percent). Capacity was put into use on a large scale by open-type joint-stock companies (68 


and 65 percent) (see Diagram 2). 





Diagram 2: Average Utilization of Production Capacity by Industria) Enterprises Under Various Types of Ownership at 
the End of Second Half 1992 and First Half 1993 (Based on Managers’ Assessments, in Percent) 

















Type of Ownership Second Half, 1992 First Half, 1993 
State-Owned Enterprises 63 59 
Leased Enterprises 65 58 
Open-Type Stock Enterprises 64 6! 
Closec-T ype Stock Enterprises 68 65 
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In each of the three surveys approximately one respon- 
dent in 10 noted an increase and more than one-half 
noted a decrease in utilization of capacity at their 
enterprises. Projections for the second half of 1993 show 
some slowing of the overall drop in industrial capacity 
utilization in Russia. 


Over the past 18 months the most intensive reduction in 
capacity utilization in comparison to other industries 
was reported by enterprises in the chemical industry, 
building materials industry and machine building. A 
record drop in utilization of capacity was reported by 
enterprises in the ferrous metals industry in the second 
half of 1992, with lower utilization reported by 92 
percent of managers. Enterprises in the printing industry 
reduced their utilization of capacity to a lesser extent. 
Rapid declines in utilization of capacity will continue 
until ‘he end of 1993 in the machine building industry, 
while the printing industry, in contrast to other sectors, 
can expect some improvement for this indicator. 


The greatest actual drop in utilization of capacity was 
reported and is expected to continue at large enterprises 
(those with more than |,000 employees). Declines in utili- 
zation of capacity are least typical of closed-type stock 
enterprises. It is even possible that these may increase their 
utilization of capacity in the second half of 1993. 


Employment 


More than one half of the respondents consistently 
reported a decrease in the number of persons employed 
by their enterprises, while a small and shrinking per- 
centage (dropping from 21 to 12 percent) reported an 
increase in employment. 


Enterprises in the fuels industry most often noted growth 
and most seldom reported a decrease in the number of 
workers they employed. Enterprises in the food and milling 
and cereals industries also reduced their work force to a 
lesser extent than other industries. Large cuts were reported 
in light industry and (over the past two six-month periods) 
in the ferrous metals industry; the highest percentage of 
respondents reporting a drop in employment was in the 
machine building industry. According to projections, those 
industries will continue to post the most intensive reduction 
in their work force. No drop in employment in the milling 
and cereals industry is expected before the end of 1993. 


Managers of closed-type stock enterprises reported work 
force reductions less frequently than others. They also 
plan the smallest reductions in employment during the 
second half of 1992 [sic]. 


Real Output of Principal Products 


During the period of the three surveys output of prin- 
cipal products by industry declined. More than one-half 
of respondents consistently reported a decline, and just 
fewer than one-fourth reported higher production levels. 
According to projections, output will continue to decline 
through the end of 1993. 
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Best able to resist the overall decline in production were 
enterprises in the fuels, food and printing industries (these 
regularly showed a smaller preponderance of respondents 
reporting a decline in principal production over those 
reporting an increase, relative to the average for the sur- 
veys). Since the second half of 1992 they have been joined 
by the non-ferrous metals industry. In addition, managers of 
enterprises in the non-ferrous metals industry are expecting 
stabilization, and the printing industry even plans to expand 
its principal output by the end of 1993. A relatively low level 
of production activity was found at enterprises in the 
machine building, light, chemical, milling and cereals and 
building materials industries. In the first two of these 
industries this will persist in the second half of 1993. 


The smallest drop in production was reported in pre- 
vious six-month periods and is also projected for the 
current period in closed-type stock enterprises. 


Demand 


Analysis of respondents’ answers indicates that demand 
for industrial enterprises’ products has constantly 
declined, with the rate of decline slowing somewhat. A 
lower rate of decline is expected through the end of 1993. 


Over the past 18 months the most favorable economic 
conditions existed in the market for products from the 
fuels and food industries, while the least favorable con- 
ditions were found in the chemical industry and the 
machine building industry. it is projected that these 
industries (with the exception of the fuels industry) will 
remain in those positions through the end of 1993. 


The Economic Situation of Enterprises and Industries 
As a Whole 


More than one-half of the managers consistently assess 
the condition of their enterprises as indeterminate and 
one-third as unfavorable, while fewer than 15 percent 
consider their situation favorable. Roughly the same 
distribution of responses is seen in assessments of enter- 
prises’ business activity through the end of 1993. 


Respondents from the food, milling and cereals and 
printing industries most often assessed their situation as 
favorable and least often assessed it as unfavorable. 
According to managers the worst situation was consis- 
tently to be found in the machine building industry, the 
fuels industry and the building materials industry (see 
Diagram 3). Furthermore, respondenis from those 
industries, as well as respondents from light industry, 
gave the most pessimistic assessments of the economic 
situation of their industries as a whole. Managers of 
enterprises in the timber, food, milling and cereals and 
printing industries assessed their situation as favorable 
more often than others did and usually assessed their 
situation as unfavorable less often (see Diagram 4). 
Managers of enterprises in the fuels industry generally 
made pessimistic projections for the latter half of 1993 as 
well. As in the past, respondents from the printing 
industry were the most optimistic. 
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Diagram 4: Distribution of Managers’ Assessment of The Economic Situation of Their Industries as a Whole 
(Based on the findings of three surveys; in percentage of the number of respondents in each industry) 
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1—End of Ist Half, 1992 16. 2—End of 2nd Half, 1992 17. 3—End of Ist Half, 1993 





The worst economic situation was consistently found in the managers’ opinion, at large enterprises (those with more 
than 1,000 employees). The most favorable situation, one which according to projections will continue through the 
second half of 1993 as well, is to be found at stock enterprises. 








28 RUSSIA 


Dow Prime Minister Zaveryukha Calls for 
Support of Reforms 


944K0430A Moscow ZEMLYA I LYUDI in Russian 
No 47, 26 Nov 93 p 2 


[Interview with A. Kh. Zaveryukha, Russian Federation 
deputy prime minister for agriculture, by ZEMLYA I 
LYUDI correspondent P. Shcherbakov; place and date 
not given: “Reforms Need Scientific Support”) 


[Text] 


[Shcherbakov]} Aleksandr Kharlampiyevich, how do you 
assess the results of the agricultural year as it comes to an 
end? 


[Zaveryukha] It can be said that the results of the current 
agricultural year are clear. Under the very complicated 
conditions of structural restructuring of farms, the liber- 
alization of prices for all and everything, the absence of 
money for the acquisition of equipment, spare parts, 
fuel, fertilizers, seeds, and plant protection means—that 
is, that which is absolutely necessary—the agriculture 
commodity producer, nonetheless, was, to a consider- 
able extent, able to provide the country with products of 
the fields and farms. And it is not his fault—and 
everyone admits this today—that he was unable to 
harvest everything that was cultivated with such diffi- 
culty. Of course, specialists are examining in detail the 
reasons for the big losses. | am confident that appro- 
priate conclusions will be drawn from this year’s lessons, 
and that specific recommendations will be made for the 
future. 


All of this is a fact. But today I would like to talk about 
something else. It is known that, with the transition to 
market relations, all of the problems of the commodity 
producer turn on money, and more precisely, as a result 
of the lack of money, because of overdue payments, 
delays in the extension of credit, and various other 
reasons. In the continuous round of momentary con- 
cerns—how to survive and stay afloat—the main thing is 
forgotten: the condition of the land, its fertile power, and 
the equipping of the agricultural worker with the neces- 
sary means of production, without which it is impossible 
to work effectively in agriculture. This is not an inci- 
dental question, for agrarian scientists are already 
sounding the alarm today, recalling that the good harvest 
acquired in the last two years was the result of the 
consequences of the fertilizers applied earlier and other 
intensive factors. But in these years, agricultural arable 
land and even pastures received an extremely insignifi- 
cant mineral and organic feeding, and the application of 
plant protection means has almost been stopped. As a 
result, as some scientists claim, it can be predicted that 
there will be a sharp drop next year in the yield of many 
crops and a reduction in plant-growing products. 


{Shcherbakov] So, what awaits us in the future? 


[Zaveryukha] Well, this is a natural question. It disturbs 
not only you, journalists, but us as well, the leaders of the 
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agro-industrial complex of the country, all of those who 
in One way or another are associated with agriculture. | 
must admit with a full sense of responsibility that the 
situation in the agrarian complex continues to remain 
strained. Although the decline in the production of the 
main types of agricultural and especially in cattle-raising 
production has slowed down, it has not been stopped yet 
by far. And, nevertheless, there is every reason to assert 
that there will be no famine, with which some political 
figures and mass media like to threaten so much, either 
in 1994, or in subsequent years. And, indeed, gossip 
about famine most likely has a political emotional con- 
tent rather than any kind of real economic basis to 
support it. 


[Shcherbakov] Yes, but, after all, you will not deny that 


the fertility of the soil, and it is this that is the main 
condition for providing people with food products, has 
been declining in recent years? 


[Zaveryukha] Of course, I will not. What is more, I wi 
say that it is precisely this fact that especially alarms 
government. In Russia, every third hectare of arable land 
has a low content of humus and phosphorous, and 
possesses increased acidity. And, after all, this is against 
the background of a continuing sharp drop in the vol- 
umes of ical work and a sharp increase in 
prices for mineral fertilizer and means of plant protec- 
tion. All of this is not only alarming, but it also forces one 
to apply specific efforts to the reproduction of soil 
fertility. It is not accidental that Russian Federation 
Government measures to preserve and to increase the 
fertility of the land are set forth in a state comprehensive 
program to increase the fertility of the soil of Russia. The 
state assumes the financial expenditures for the liming of 
7 million hectares of acidic soils and the thorough 
reconstruction of 570,000 hectares of irrigation systems 
and 285,000 hectares of drainage systems before 1995. 
There will be a radical improvement in agricultural 
arable land, and 4.5 million hectares of new land will be 
cultivated. 


Within the scope of this program, for example, phased 
research has been completed on the development of 
zonal anti-erosion land reclamation of crop-farming sys- 
tems on a landform basis. Regional models of crop 
farming systems have been created, and their introduc- 
tion will make it possible to stop the development of 
erosion processes and to improve the ecological situation 
in the regions. Work is being conducted on strengthening 
all branches of the agro-industrial complex. 


[Shcherbakov] In short, scientific-technical progress in 
agriculture has not been stopped? 


[Zaveryukha] I would not begin to claim this so categor- 
ically. As for the country’s agrarian science, then it, and 
everyone recognizes this, possesses significant potential, 
not yielding to, and in a number of directions even 
surpassing, agriculturally developed countries. Even 
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under the present complicated economic conditions, 
Russian scientists are maintaining the high level of their 
own developments. 


But the whole problem is that the effectiveness of their 
application in production has fallen noticeably. More- 
over, a disparagement of the role of agrarian science and 
a weak receptivity to the use of technological and other 
achievements in agricultural production have been 
observed. Farms, and I am not talking now about 
farmers, have practically stopped acquiring first-class 
seeds and planting material of new, highly productive 
sorts and hybrids, pedigreed cattle, and poultry. The 
matter reaches the point that the available pedigreed 
cattle are being interbred and even destroyed. 


A low level of supply of technical means hinders the 
introduction of new technologies. Sixty to 65 percent of 
the machines created and recommended for output are 
assimilated by industry. In addition, half of these are 
manufactured in amounts that do not exceed a fifth of 
the need. Thus, to cultivate and harvest sugar beets, five 
technologies have been developed for different regions of 
Russia. Thirty-five designations of technical means are 
required for their technical equipping, but there are only 
10 designations in production. 


There is also a similar situation with respect to the 
technical equipping of enterprises in the processing of 
agricultural products. 


Many really progressive developments are not applied 
for lack of the necessary mineral fertilizers, chemical 
means, veterinary preparations, and other resources that 
support the material-technical base of work for the 
assimilation of the recommendations of science. 


I must also speak of such a pitiful fact as the lack of state 
financial support for the implementation of evaluations, 
production checks, and the assimilation of completed 
scientific developments. Alas, to the present day there is 
no state system in Russia for the organization and 
implementation of introductory work on a legislative 
basis. 


These are, so to say, the objective reasons, but they can 
be overcome. Thus, given the appropriate organizational 
work for the unification of the efforts of agrarian scien- 
tists and practical workers, the most difficult problems 
in the assimilation of the achievements of scientific- 
technical progress can be resolved successfully. And 
there are a lot of examples of this, in particular, the 
successful work of the scientists of the Altay NII [Scien- 
tific Research Institute] for farming and the selection of 
agricultural crops for the introduction of soil protection 
systems of contour-land improvement farming in the 
kray. 


[Shcherbakov] Aleksandr Kharlampiyevich, is not the 
process of inculcating scientific achievements being held 
back because many of them are “not registered” in 
industry under the conditions of market relations? 
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[Zaveryukha] Unquestionably, a “scientific famine” is 
obviously felt in the transition period of the reformation 
of the economy. Now, as never before, we expect from 
our scientists rapid analyses about what is happening 
and timely scientifically-based recommendations for 
adjusting the strategy and tactics for conducting reforms. 


We await accelerated research from our scientists in the 
development of the APK [agro-industrial complex] on 
the basis of perfecting property relations and the diverse 
forms of economic management. There are the burning 
problems of the equivalence of interbranch commodity 
exchange of agricultural and industrial products, 
improvement in price formation, the extension of credit 
and insurance, methods and forms of privatization, and 
the rational use of production potential, taking into 
account the development of a multistructured economy. 


In the sphere of farming and plant-growing, it is neces- 
sary to intensify research to ensure a steady increase in 
productivity of the agro-ecological systems, and their 
economy in energy resources and environmental protec- 
tion. The growing of new sorts and hybrids of plants that 
possess overall stability against unfavorable environ- 
mental factors is an unquestionable priority in the direc- 
tion of the work of scientists. The elaboration of organi- 
zational economic models of intensive systems of fodder 
production in the zones of the Russian Federation for 
the farms of all forms of ownership requires very rapid 
completion. 


Now, when anticost based mechanisms are beginning to 
work full-time in the economy, it is necessary to expand 
research on the scientific principles of feeding plants, 
and to increase the effectiveness of the use of organic 
fertilizers and chemical compounds. Also in this cate- 
gory are the problems of intensification of the produc- 
tion of products of cattle breeding on the basis of 
strengthening the fodder base, the adoption of highly 
productive milk and meat breeds of horned cattle, and 
hybrids and crossbreeds in pig breeding and poultry 
farming. Taking the climatic features of the country into 
account, it is necessary to specify the structure of the 
branches of cattle breeding according to zones and to 
determine the optimum sizes of farms for the manage- 
ment of all forms of ownership. 


We expect a lot from scientists with an engineering 
background. First and foremost, this concerns the devel- 
opment of technical systems of a new generation that 
ensure a reduction in losses, ecological safety, and high 
labor productivity adapted to various soil and climatic 
conditions and forms of economic management. The 
prerequisites for the successful work of scientists have 
been established. It is important now to implement them 
within the framework of the federal state program of 
development of machine building for the agro-industrial 
complex of Russia. 


[Shcherbakov] Aleksandr Kharlampiyevich, as we see, 
the list of tasks facing the agrarian scientists in the period 
of transition to a market is very, very broad. In addition, 
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1 am confident that by far not all of the directions of the 
scientific search are enumerated. However, in order that 
scientific-technical progress assume a place in agricul- 
ture that is suitable for it, a reliable legislative base is 
necessary. An election campaign has now opened up in 
the country for seats in the Federal Assembly. There is 
reason to think that a substantial part of them will be 
won by agrarian deputies. Will this play its positive role 
in the lawmaking of the future parliament, from the 
standpoint of the development of the agro-industrial 
complex? 


[Zaveryukha] The success of the market economy of the 
developed countries is in many ways explained by the 
presence of precise, clear state laws that are easily 
understood by every citizen. But for them to become like 
this, the protracted, scrupulous work of real profes- 
sionals in their field is necessary. Therefore, the agrarian 
deputies in the future parliament, undoubtedly, will play 
not only a positive role, but also an important role, and 
I would say, a decisive role. 


This opinion of mine is not a casual one—it is based on 
the experience of work in the Supreme Soviet. It must be 
said that the agrarian faction in it was the most efficient, 
and it worked constructively and consistently, without 
being distracted by intrigue. Therefore, when the elec- 
toral association Agrarian Party of Russia, among whose 
leaders many are known to me from work in the former 
parliament, proposed that I run on its ticket for the State 
Duma, I accepted the offer after careful consideration. 


[Shcherbakov] Why specifically from the APR [Agrarian 
Party of Russia]? After all, your Orenburg countrymen 
also proposed that you take part in the election marathon 
in their electoral district. It seems that you would have 
considerable chances of success there? 


[Zaveryukha] I am grateful to my countrymen for the 
honor they showed me. But, nevertheless, I accepted the 
offer of the APR. The fact is that the Agrarian Party of 
Russia expresses the interests of the workers of agricul- 
tural enterprises of all forms of ownership, of the food 
and processing industry, of the rural intelligentsia, of all 
of those who tied their destiny to the Russian village and 
to the agro-industrial complex. I also do not separate 
myself from the agrarians, inasmuch as my entire 
working life—from the first steps and to this day—is in 
one way or another tied to the village. 


I am also impressed by APR’s election platform, which is 
permeated with concern for the ordinary person. Of 
course, I do not agree with everything in its economic 
part. But I expressed my opinion on this score to the 
leaders of the party. And I think, if I succeed in winning 
a seat in the State Duma in the course of the elections, 
our differences will not hinder joint constructive work to 
the benefit of agriculture and for the good of all of the 


Russian people. 
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Academician Boyev Assesses Agrarian Reform, 
Leaders’ Roles 

944K0431A Moscow SELSKAYA ZHIZN in Russian 
16 Dec 93 p 1 


[Article by Vasiliy Boyev, academician at the Russian 
Academy of Agricultural Sciences: “The Russian Village 
Is Once Again Being Blamed for Everything; How Two 
Other Deputy Prime Ministers Found Fault With 
Deputy Prime Minister Aleksandr Zaveryukha”’] 


[Text] The election battles for the commanding heights 
died down. A lot of attempts were made in these troubled 
days to arrive at the sacred truth, to uncover the reasons 
for the obvious fiascoes and failures of reform that ended 
up in a crisis of production and consumption and in the 
impoverishment of a large part of the population. Discus- 
sions on agrarian problems were of an especially acute 
nature. It can be said that two opposite positions were 
clearly formed in assessments of the existing situation and 
ways to get out of the socioeconomic quagmire. 


T. Gaydar and B. Fedorov, deputy prime ministers of 
the government, unfortunately, defend the first. They 
proceed on the basis that the reasons for the crisis in the 
agro-industrial complex lie in the agrarian complex 
itself, in the slow restructuring of its foundation, and in 
the preservation of conservative forms of organization 
and administration, which create the conditions for low 
efficiency of production and transform the agro- 
industrial complex into a bottomless black hole. They 
see the forced transition to market relations, the general 
development of farming, and other forms of private 
enterprise activity as the way out of this situation. 


The second position is based on the fact that the reasons 
for the agrarian crisis lie not in organizational miscalcu- 
lations and technological flaws allowed in the production 
and sale of products. They have deeper roots that are 
conditioned by many years of socioeconomic restrictions 
on the agrarian complex on the part of the state and 
various administrative structures. 


Over the course of many years, the agrarian complex 
found itself in a discriminatory position regarding con- 
ditions of sale of products, extension of credits, and 
material-technical and social support. Agriculture turned 
out to be a branch whose vital activity was based on the 
use of residual resources, while being, in fact, a donor for 
additional feeding of other spheres of the national 
economy. 


Setting aside a retrospective analysis of the sad history of 
relations of agriculture with the other branches of the 
economy, we will turn to the facts of recent times. In 
1993, by comparison with 1990, the already small capital 
investment in the agro-industrial complex fell by almost 
a factor of six, and the employment of new technology, 
fertilizers, and chemical means of protection, by a factor 
of two to four. Work on the improvement of soil fertility, 
land reclamation, and protection against erosion were 
curtailed. An unprecedented reduction occurred in the 
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number of cattle and their productivity. But what talk 
can there be of some kind of expanded reproduction and 
increased effectiveness under these conditions, in light of 
the enormous dependence on credit of a large part of the 
commodity producers, which was the result of vicious 
taxation and the chronic disparity in the exchange of 
agricultural products for industrial commodities and 
services for the village? 


The loss that was permitted to occur this year—a min- 
imum of 18-20 million tonnes of grain and 100,000 
tonnes of sunflower seeds, sugar beets, and other prod- 
ucts—is not only and not so much the result of unfavor- 
able weather conditions. It is a direct consequence of 
economic obstruction organized for the villagers by the 
Ministry of Finance, banking structures, Roskhleb- 
produkt, and a number of other departments by means 
of treacherous nonpayments for products received and 
the freezing of credits and compensation payments 
allotted by the government. And to this day, many 
dozens of thousands of tractors and motor vehicles are 
laid up because of a lack of fuel and lubricants and spare 


parts. 


It is precisely for this reason that almost 5 million 
hectares of land remains unplowed for spring crops and 
3 million hectares for winter crops remain unseeded. 
And given this financial disorder, made for the agrarian 
complex, there are “economist-wise men” who stub- 
bornly make assertions about the over financing of the 
agro-industrial complex and about the fact that, with its 
low effectiveness, agriculture is holding back the execu- 
tion of economic reforms and is engendering inflation. 
— logic! What kind of simpletons is this intended 
or? 


In the controversy about the financial position of the 
agro-indusirial complex that occurred in the beginning 
of December of this year, Minister of Finance B. 
Fedorov, not troubling himself with a deep analysis of 
the state of affairs, declared the agrarian complex to be 
the main culprit of inflation. He placed personal respon- 
sibility for this on his colleague in the government, A. 
Zaveryukha, who, as is well known, has only been 
running the agro-industrial complex for several months; 
i.c., from the time that inflation in the country had 
already begun to blaze with a bright flame at a rate 
surpassing all conceivable and inconceivable levels, 
including world levels. I am afraid that it could turn out 
that the guilty parties have been found and that the 
question might be removed from the agenda. 


We will turn to several specific facts. How can the 
agrarian complex stimulate inflation, if state indebted- 
ness to the village for purchased, and for the most part 
already consumed, grain and oil seeds for the beginning 
of December exceeds R1.2 trillion? A sizable indebted- 
ness is also calculated for livestock farming products. In 
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addition, the agrarian sector received about R800 billion 
less than allocated from the federal budget. But this is 
not all, It becomes necessary to pay interest for the 
credits that the peasants are compelled to take to 
replenish working capital, and to violate elementary 
wage conditions, which are at the lowest level in the 
country. 


Prevention of the loss of products permitted this year 
because of the disorder in settlements and in financing 
would have made it possible for agricultural commodity 
producers to receive a profit that exceeds the entire sum 
of state nonpayments. The government has now made 
decisions about the repayment of debts. But this is 
already not enough. The shameful debts should be right- 
fully paid to the villagers, taking indexation into 
account. It is clear to everyone that a ruble received for 
a product in July-September is not equal to the 
December ruble, and that already this is not a ruble, but 
in the best case, a 10-kopek coin. 


It is time to stop the liberties being taken in the evalua- 
tions of the causes and effects of the lag of the agro- 
industrial complex and in the execution of decisions 
being made by the government in calculations for prod- 
ucts and financing. 


Many directors and specialists of large farms, farmers, 
and workers of infrastructure subdivisions of the 
agrarian complex, who are worried to death by the 
arbitrariness of state and banking structures, have lost 
faith in the promises that are given generously by the 
government and even by the president. They do not 
demand a lot—a display of elementary attention, and an 
understanding of the objective difficulties in the conduct 
of production-financial activity. 


The implementation of reform on the basis of the 
development of market relationships is not a unilateral 
movement that is profitable for some and ruinous for 
others. The rule on timely settlements for all vouchers 
that are issued by the state to the agrarian complex 
should be unshakeable. It should be kept in mind that 
among the many questions on the development of 
agrarian production the main one is the guarantee of 
equivalence in the exchange of agricultural products for 
industrial commodities and services. 


To stabilize the economic situation and to achieve food 
security for the country, the government and other 
higher organs of administration, among the first major 
measures, should without delay, elaborate and adopt a 
comprehensive program of development of the agro- 
industrial complex for the next few years. The core of 
such a program should be an economic mechanism for 
the functioning of the agro-industrial complex that 
would stimulate an increase in and rational use of 
acquired products to satisfy the needs of the country 
owing to its domestic production. 
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Trends in Peasant Farm Establishment Discussed 
Land Allotment, Peasant Farm Establishment 
Progress 


944K0367A Moscow SELSKAYA ZHIZN in Russian 
13 Nov 93 p 2 


[Article by Boris Lesik, SELSKAYA ZHIZN editor for 
the department of peasant farms and foodstuffs, under 
the rubric “Pondering a Report of the State Committee 
for Statistics”: “The Chickens of Agrarian Reform””’} 


[Text] The agricultural year is drawing to a close. Its final 
results will not be summed up until January, and on 
many indicators they will hardly be gratifying. The 
reasons for this are many.... 


However, the people say: Do not count chickens before 
they hatch. The nascent owner-operated (peasant) farms 
appear to me to be something like chickens—the 
chickens of agrarian reform. They have poked their way 
out of the shell of former kolkhozes and sovkhozes, on 
their land, and through the use of their material and 
technical facilities to a considerable degree. 


As is known, last year and the current year “shook” 
Russian villages through a seemingly simple and yet 
quite painful act—the reregistration of kolkhozes and 
sovkhozes. At present, it is close to completion. 
According to data from the State Committee of the 
Russian Federation for Statistics, as of 1 October almost 
24,000 koikhozes and sovkhozes, or 93 percent of them, 
have refiled their documents. 


The reregistration of farms has virtually ended in Len- 
ingrad, Kirov, Kaliningrad, Ulyanovsk, and Chelyabinsk 
Oblasts, in Stavropol Kray, and in the Republics of Tuva 
and Khakassia. They are procrastinating for various 
reasons, apparently including political, in the Republics 
of Komi, Karelia, Kabardino-Balkaria, and Magadan 
and Murmansk Oblasts. Less than one-half of kolkhozes 
and sovkhozes have refiled documents there. 


What new things have appeared instead o. the old 
economic order? Statisticians maintain that limited- 
liability and mixed companies have been selected as the 
main organizational and legal formats for farms under- 
going reorganization. As of the beginning of October, the 
number of such entities came to 11,000, or 72 percent of 
all reorganized farms. In addition, 311 publicly held 
joint-stock companies, 1,958 agricultural cooperatives, 
972 associations of peasant (owner-operated) farms, and 
about 2,000 other entities (collective, people’s, and 
other) have been created at the facilities of kolkhozes 
and sovkhozes. More than 400 kolkhozes and sovkhozes 
have been converted into (actually bought out as) the 
auxiliary farms of plants, factories, and other organiza- 
tions. Incidentally, this metamorphosis is nothing but a 
veiled instance of the sale of land together with the 
peasants. For some reason, it is of little concern to those 
who are dead set against purchasing and selling land in a 
civilized manner regulated by law. 
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The following fact is also interesting: Collectives of 8,000 
farms (34 percent of those reregistered) decided to keep 
the status of their enterprises—kolkhozes or sovkhozes. 
Some of the superdemocrats might exclaim: “They 
remained in the agricultural GULAG!” The greater part 
of such farms (between 60 and 87 percent) are found in 
the villages of Tuva, Bashkortostan, Tatarstan, and 
Kalmykia (a very interesting point against the back- 
ground of President Ilyumzhinov’s reformist deeds!), as 
jhe in Ivanovo, Vladimir, Samara, and Kamchatka 
sts. 


Information received from the field testifies that the 
collectives of a number of farms in Volgograd, Tula, 
Penza, Arkhangelsk, Bryansk, and Belgorod Oblasts are 
continuing a search for a more acceptable form of 
economic operations and are engaging in repeat reregis- 
tration. There is no doubt that this process will also 
spread to other regions of Russia following the edict of 
the president of the regulation of land tenure and the 
development of agrarian reform. The page is far from 
being turned in the process of transformation in the 
agro-industrial complex. 


There is no doubt that the new events will change the 
picture in the farmer’s movement as well. For now, it 
looks like this. Despite a great many difficulties (if not 
outrageous absurdities), the army of farmers is growing. 
However, in recent months the process of the creation of 
peasant farms has slowed down perceptibly. In the first 
quarter of this year, 47,000 such farms were established, 
whereas in the second quarter, 28,300, and in the third 
quarter, just over 7,000. 


According to data from the Russian State Committee for 
Statistics, there were 265,300 peasant farms in Russia as 
of 1 October 1993. They had more than 1! million 
hectares of land, including 7.4 million hectares of plowed 
land, at their disposal. At present, farmers account for 
4.8 percent of Russia’s farmland, including 5.7 percent 
of plowed land. In addition, 156 reindeer breeding farms 
(26 million hectares of land), seven horse farms (70,000 
hectares), 38 hunting establishments (832,000 hectares), 
and two fur animal farms operate in the territory of the 
Russian Federation. 


The greatest number of peasants who have dared to 
become completely independent has been noted in our 
traditional breadbaskets—the Kuban, the Don, 
Stavropol, and Volga areas, as well as in the Republic of 
Dagestan. These regions account for almost one-third of 
all owner-operated farms 


The process of land allocation to discharged servicemen 
with a view to the establishment of owner-operated 
farms has continued in the current year. As of 1 October, 
1,900 such farmers were registered, the area of their land 
being 63,100 hectares (an average of 34 hectares per 
farm). In Krasnodar Kray, there already are as many as 
254 of them, in Leningrad Oblast, 218, in Smolensk 
Oblast, 106, in Moscow, Voronezh, Volgograd, and 
Saratov Oblasts, between 55 and 60. It is projected that 
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until 1995, more than 20,000 additional officers from 
among those discharged intend to become farmers and 
establish themselves on the land. The government has 
allocated 17 billion rubles under the “Warrior-Farmer” 
program to support them. 


And just how is the “free” peasant getting by? I will say 
frankly—with great difficulty. It is difficult psychologi- 
cally (in many places the attitude toward them is still 
hostile), and it is difficult materially. Only 40 percent of 
the farmers have tractors, only 15 percent have a truck, 
only one in 10 has a combine grain harvester. Many still 
do not have proper housing and the simplest farm 
structures, It is difficult financially (in essence, the state 
has left them to their own devices by refusing to give 
them credit, to say nothing of easy credit). Because of 
these and other difficulties, more than 9,000 owner- 
operated farms went out of business during the nine 
months of 1993. In all of last year, there were 5,000 such 
“quitters.” 


Most farmers hope that the last edict of the president on 
land tenure will be effective. They are particularly anx- 
ious to see enactments concerning land mortgages, 
peasant banks, and insurance companies. However, they 
are concerned about the entire point with the perfidious 
number 13 which gives significant assignments to the 
Council of Ministers-Government of the Russian Feder- 
ation, especially the line “the assertion and development 
of peasant (owner-operated) farms....” 


Along with all working people of rural areas (may | be 
forgiven for this notion which the present-day pompous 
politicians find old-fashioned!), the farmers are con- 
cerned because the prime minister and his numerous 
deputy prime ministers proclaim, with increasing fre- 
quency, in forums big and small something directly 
opposed to what is laid down in the edict—there is no 
credit, there will be no preferences, we will not reduce 
taxes, keep yourselves afloat as best you can.... They are 
not even in a hurry to pay back debts for products 
already received from rural areas.... 


Meanwhile, kolkhoz members, farmers, and hired 
workers (so-called employees of state sovkhozes) alike 
will soon go to the ballot boxes in order to make a choice. 
Or will it be making a discharge (as some political 
wisecrackers have joked)? 


Peasant Farm Numbers, Distribution Noted 
944K0367B Moscow SELSKAYA ZHIZN in Russian 
7 Dec 93 p 4 


[Unattributed article: “In the Language of Statistics”} 


[Text] The process of the establishment of peasant 
(owner-operated) farms has advanced at a slower pace 
this year than in the past, notes a regular report of the 
Russian Federation State Committee for Statistics. In 
the nine months of 1993, about 85,000 farms were 
established in Russia compared to 112,000 during the 
corresponding period of last year. 
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The total number of peasant (owner-operated) farms 
came to about 280,000 as of 1 November of this year, 
with a land area of 11.2 million hectares. On the average, 
this amounts to 42 hectares per farm. In addition, 158 
reindeer breeding farms (26 million hectares of land), 
seven horse farms (70,000 hectares), 38 hunting estab- 
lishments (832,000 hectares), and two fur animal farms 
(15 hectares) operate in the territory of the Russian 
Federation. 


At the beginning of November, the greatest number of 
peasant (owner-operated) farms existed in Stavropol 
Kray (18,800), Krasnodar Kray (18,300), Saratov Oblast 
(12,800), Rostov Oblast (12,100), Volgograd Oblast 
(10,500), and in the Republic of Dagestan (10,800). 
— regions account for almost one-third of all peasant 
arms. 


The Russian Federation State Committee for Statistics 
goes on to report that at present 643,000 head of cattle, 
including 267,000 cows, 351,000 hogs, and 1,151,000 
sheep and goats are kept on peasant (owner-operated) 
farms. As a percentage of the total herd, this is relatively 
little; it comes to 1-2 percent. 


Between January and October, the peasant (owner- 
operated) farms sold to the state 32,900 tonnes of cattle 
and poultry in terms of live weight (0.7 percent of the 
total volume of procurement on farms of all categories), 
123,500 tonnes of milk (0.5 percent), 9,500 tonnes of 
potatoes (0.8 percent), and 22,900 tonnes of vegetables 
(1.4 percent). 


Local Mafia Influence in Political Sphere 


944E0334A Moscow ROSSIYSKAYA GAZETA 
in Russian 22 Dec 93 p 2 


[Article by Yelena Tokareva: “The Mafia Also Wants a 
Bit of Power”) 


[Text] In the heartland, which begins right at the 20- 
kilometer mark past the beltway, the Mafia’s influence is 
no longer confined to economics and already extends to 
politics as well. This is why its representatives are among 
the deputies-elect of the new State Duma. The Mafia’s 
influence in the heartland is so strong, according to 
livestock breeders and businessmen, that no significant 
transaction can take place without the payment of a 
mafia tax. One livestock breeder I know in a nearby 
Moscow suburb explained: “You bought a cow—pay up! 
You slaughtered a cow—pay up!” Another farmer from 
Udmurtia agreed: “You bought a vehicle—pay up! You 
delivered the harvest—-pay up! They are quicker to 
collect than the tax inspector.” 


A report the Comparative Sociological Research Insti- 
tute prepared for the Moscow Oblast Administration 
during the campaign contains some interesting informa- 
tion. According to respondents (the people, that is), the 
real power in the oblast is exercised by black marketeers 
and the Mafia (that was the opinion of 23 percent), and 
the oblast administration comes next (only 13 percent 
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acknowledged its authority). Residents did not view the 
oblast council and presidential representative as real 
authorities. 


The strength of the Mafia and of shadow capital was 
particularly perceptible during the campaign. Local 

ers reported numerous cases in which voters were 
wined and dined by rich and generous candidates. Can- 
didates also paid the wages of enterprises the state had 
neglected to pay for three or four months. The Mafia did 
not overlook the little old ladies and other low-income 
voters either: Packages of food and bottles of vodka were 
delivered to their homes in place of the customary 


postcards. 


In several parts of the heartland the Mafia has close ties 
with police departments, which usually do not respond 
to the complaints of outraged farmers and merchants or 
to their outspoken objections to harassment and regular 
“taxation” by mafia structures. In these cases the police 
generally pretend to be helpless against the superior 
strength of the Mafia and take no action against the 
actual community leaders. 


All attempts to cope with the Mafia’s demands for power 
and its organizational strength up to now have been only 
verbal. The unavoidable racketeering I heard about from 
the farmers and businessmen | know is a good example 
of this. The persistence of the racketeer is incomparable 
to the actions of tax agencies, which are capable of 
collecting only 40 percent of the taxes due. The tax police 
are still in their infancy. The Mafia is already a mature 
organism, which has permeated all of the new spheres of 
the economy and is silencing the old ones with a men- 
acing fist. 


Before the elections there were cases in which the earlier 
community leaders—plant and sovkhoz directors—were 
browbeaten by local mafia bosses and warned to stay out 
of the campaign. The voters, intoxicated by the kindness 
and generosity of the “godfathers,” were quick to vote 
for them, as quick as they were to vote for Zhirinovskiy. 


But why does the Mafia want to be in the Duma? 
Apparently, it is not even sure of the reasons itself. After 
buying everything else in the district, it bought the votes 
too. These were also a commodity that could come in 
handy someday! After all, they symbolize recognition. It 
was an attempt to become legitimate. 


How do government officials feel about the Mafia? In the 
provinces they recognize it for what it is and are afraid of 
it. In the capitals they pretend it does not deserve its 
extraordinary reputation and pretend they are fighting 
against it. This is so unrealistic. These economic prac- 
tices are as much a part of our lives as the fear of catching 
AIDS. We have to live with them. 


The last thing we want is a legitimized Mafia. | would 
add an education requirement to the election law. Most 
of the members of the mafia are deficient in this respect. 
They do not have a higher or secondary education. 
Therefore, at the very least, the addition of an education 
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requirement would keep the members of this substratum 
out of the supreme legislative body. Otherwise, if we 
have deputies with only three or four years of schooling, 
it would be ludicrous to talk about a professional parlia- 
ment, engaged in the professional preparation of the tax 
laws Petr Filippov envisioned. Which commissions will 
the mafia members join? And what can they contribute 
to the actual work of drafting laws? 


Increase in Crimes by Caucasians Viewed 


944F0229A Moscow ROSSIYSKIYE VESTI in Russian 
17 Dec 93 p 4 


[Article by Nikolay Modestov: “Guest Performers From 
the Caucasus: Why Criminals From the South Increas- 
ingly Feel Like the Masters of Russia”) 


[Text] Nothing like this has been happening since the 
times of the civil war. Dozens of passengers of a Tbilisi- 
Moscow express train found themselves hostages of 
armed, aggressive bandits spaced out on narcotics. Sev- 
enteen Caucasians terrorized the people. Men who 
attempted to resist were beaten into unconsciousness. 
Two people—a married couple—jumped off the moving 
train in order to avoid being victimized by the bandits. 
Their fate is still unknown. Three women have been 
raped. 


One of the criminals was detained. According to Nikolay 
Chekmazov, chief of the criminal investigations admin- 
istration of the Moscow Oblast Administration of 
Internal Affairs, the rapist was literally dragged off his 
victim, a young woman, near Podolsk, as the train 
approached Moscow. The drug addict was almost 
unaware of where he was and what was happening. 
According to N. Chekmazov, other bandits left the train 
near Tula. Such incidents have become almost routine 
on trains en route from southern regions to the capital. 
On the other hand, do the Caucasians behave themselves 
less conspicuously in the very center of Russia? 


Over the past 11 months, visitors committed more than 
8,000 crimes in Moscow. (For comparison, over the 
entire of last year out-of-towners accounted for only 
6,300 crimes.) The “guests” accounted for one out of 
every four crimes committed. And here are some even 
more telling figures. Guests have committed haif of the 
drug-related crimes, more than 40 percent of the total 
number of muggings and robberies, one out of three 
rapes, and one out of four recorded murders. The leaders 
in this, as could be expected, are natives of the Cauca- 
sus—Dagestanis, Azerbaijanis, Chechens. They are the 
main actors in 38 Petrovka operational reports. 


As recently as two years ago, even when incidents 
involving firearms did occur, the criminals preferred to 
select places in the city outskirts, or even outside the 
Ring Road. Today—and this shows once again that they 
currently have the upper hand—the Caucasians 
unabashedly open fire in front of restaurants, in crowded 
places, in central streets. In the opinion of Viktor Golo- 
vanov, a MUR [Moscow Criminal Investigations] 
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department chief, the most vivid example of runaway 
crime was the murder of two Caucasians at the entrance 
to the prestigious Savoy hotel. They were shot point- 
blank with a Makarov handgun in front of dozens of 
passerby—across the street is the multistory Children’s 
World central store.... 


The top officials of the Moscow Regional Organized 
Crime Administration name these figures: The 
“Chechen” group numbers 400-‘00; the “Dagestani”— 
more than 370; and the “Azerbaijani”—about 200 per- 
manent members.... The specialization of each gang also 
is known. Some choose narcotics; others prefer gambling 
and prostitution; and some prefer “Moscow real 
estate”—hotels, restaurants, camping sites, parking lots. 
It is impossible to list everything, and there probably is 
no need to anyway. 


The operatives also know by name the people who head 
the mafiosi clans. The “crime bosses” and “godfathers” 
live in the most luxurious suites in the best hotels, ride 
around town in posh Continentals and Mercedeses, 
accompanied by bodyguards in less prestigious cars— 
Fords, Toyotas, and Nissans. They “relax” in restaurants 
and casinos, rent for themselves entire gyms and saunas, 
fly for recreation abroad or to their sunny native parts. 
Even detaining and arresting the leaders does not do 
serious damage to criminal clans, however, sometimes, 
on the contrary, it strengthens their authority and weight 
in the criminal world. This summer, for instance, MUR 
operatives detained the leader of the “Georgian” group, 
the “crime boss” Mikaladze; found on him were 34.5 
grams of marijuana (a quantity quite sufficient to put the 
“guest” away in an appropriate institution), and what do 
you know? Very soon the Georgian “authority” (with 
numerous prior convictions) was set free on bail. 


The “crime boss” Lakoba was not as lucky. He was 
caught redhanded (in possession of a Makarov handgun 
and two sets of ammunition) by operatives of the 
Moscow RUOP [Rayon Administration for Mainte- 
nance of Law and Order]. Now the bandit is under 
investigation, but who can guarantee that tomorrow, 
after another petition by his lawyer and the subject of 
investigation complaining of poor health, the court will 
not find it possible to change the measure to secure the 
appearance of the accused? There was this sad example 
of the MUR’s attempt to strike at the top of criminal 
clans; they detained in the Solnechnoye motel five 
“crime bosses” and several group leaders (altogether 
during that night several dozens of participants in the 
“gathering” were brought to militia precincts). Contrary 
to all common sense, all of them were soon set free. 


People who possess even minimal knowledge of due 
process will immediately object: How can you detain or 
even arrest a person without sufficient cause? I will 
present a counterargument: We are not talking about a 
regular man on the street; these are people who openly 
proclaim their nonacceptance of state institutions of 
authority, of norms of behavior and morality. How can 
one fail to recall Zheglov’s famous words, which have 
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caused so many arguments, the meaning of which boiled 
down to the following, simple and logical, postulate: A 
thief's place is behind bars. I will add on my own 
only—and for a crime boss even more so. 


Meanwhile, all of them have long entered the category of 
“masters of life.” The “crime bosses,” personally or 
through proxies, buy up real estate (as did the late 
Globus, killed by competitors at the entrance to the 
LIS’S discotheque), control the automotive business; and 
smartly invest capital in commerce. Although they do 
not have to be too careful. In the opinion of Mikhail 
Serdyuk, first deputy chief of the Russian MVD’s [Min- 
isiry of Internal Affairs] Main Economic Crimes Admin- 
istration, in what other country could people engage in 
commerce so freely, without declaring their income? 
Actually, even if the controls are tightened in this 
respect, there will be enough loopholes. Our country long 
ago (without proclaiming it loudly) joined the leaders of 
the gambling business. As is known, roulette and other 
gambling are an ideal method of money “laundering.” 
And not only for shadow economy millionaires, but also 
for crooks of lesser caliber. 


For a long time high-ranking officials in the militia and the 
procuracy tried to convince us, journalists, that it is wrong 
to attach national coloration to some or other type of 
crime. It casts aspersions, they said, on “Chechen, Azer- 
baijani, Dagestani....” peoples. Without question, it is 
mean-spirited to transpose one’s dislike onto members of 
these ethnic groups just because their compatriots are 
running criminal businesses in Moscow. A nation consists 
of people, and one cannot judge a nation as a whole by the 
behavior of several black sheep. But it is also wrong and 
naive to deny that there are groups formed along ethnic 
principles, where tribal and clan connections reinforce the 
mutual coverup and create in the gangs a special atmo- 
sphere of blood ties and “brotherhood.” 


Any member of the Chechen community knows, for 
instance, that if he ends up behind bars, his older 
“brothers” will not abandon him. A competent lawyer, 
good parcels, and if that does not work—ruthless pres- 
sure on witnesses, victims, the investigator, the judge. 
There is a multitude of examples of this; is this not why 
only some of the bandits get sentenced, while others are 
set free either in the course of the investigation or during 
the trial? This scheme, familiar from the classic novels 
about the Sicilian mafia, is the same everywhere. 


Yevgeniy Maksimov, one of MUR’s most experienced 
investigators, who works in the hardest area— 
investigation of aggravated crime against individuals— 
has had many encounters with members of Caucasian 
criminal gangs. Far from all are criminals out of philo- 
sophical convictions; having come to Moscow and tasted 
the “good life,” however, they want at any price to stay 
in the capital, with its kaleidoscope of restaurants, girls, 
and cars. Must of them come to the capital from small 
provincial towns, settlements, or mountain villages, in 
possession of only strong fists and the telephone number 
of some acquaintance. They are ready to prove that they 
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are as good as others and can become “real men” in this 
life. Now the guests also draw on life experience. Almost 
all come from “hot spots,” are used to arms, find it easier 
to pull a trigger, and take violence, blood, and death 
more calmly. One such “guest performer” confessed to 
Yevgeniy Maksimov: “I do not want to go home. Let it 
be just one year, but a year of full, beautiful life.” And 
they do arrange for that, this “beautiful” life. 


Any operative will confirm that the floors in the Izmay- 
lovo hotel have long been divided by a national attribute. 
A sort of nesting grounds for the gangs, where young 
people congregate, and leaders come to inspect the 
prospects. The ones who are lucky, who stand out, or 
those with family connections (which play a very impor- 
tant role here), land jobs in the bosses’ entourage. The lot 
of others is not as pleasant—racketeering, mugging, 
robbery, car theft. Not too long ago a group of Caucasian 
robbers was arrested in a Moscow suburb; they had 
committed gang rape of a schoolgirl. They acted pre- 
cisely like barbaric conquerors in a foreign land. Took all 
the valuables, enjoyed food and drink, and felt like 
having a woman. That the victim was virtually still a 
child was of no consequence—this is not their side, not 
their problem.... 


MUR chief Yuriy Fedoseyev was probably among the 
first to raise the issue of runaway lawlessness of Cauca- 
sian groups in Moscow several years ago. He was also 
probably one of the most fervent supporters of intro- 
ducing a special regulation governing stay in the capital 
for visitors from non-Russian regions. As to Moscow 
Mayor Yuriy Luzhkov’s order establishing mandatory 
registration of persons temporarily staying in the city, 
one can only regret that it was not implemented earlier. 
There is no question that with such measures the capital 
of Russia will rid itself of criminally inclined individuals 
faster. Much as one would want to, however, the regis- 
tration is unlikely to solve the problem of “Caucasian” 
crime. 


Those who direct, sort of oversee, the business from the 
top—the “crime bosses”—will not be hurt by such 
measures. They have long ago acquired both residences 
and proper documents. Neither is it likely that the 
special regime will seriously affect numerous “horse- 
men” in the business of protecting numerous but not too 
powerful capital-based joint enterprises, limited liability 
partnerships, international enterprises, and so on. They 
will always find loopholes (considering the money they 
are willing to pay). Brigades of apartment thieves, rob- 
bers, and raiders will continue doing their “business.” 
But their “business,” as is known, has always involved 
risks. And keeping in mind that the work of the passport 
offices still has not been well organized and the mecha- 
nism of expulsion from the city has not been set up, it 
becomes clear that we have a long way to go until the 
problem is completely solved. 
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[Article by KOMMERSANT-DAILY Foreign Exchange 
Group: Igor Shaldybin (chief of group), Vyacheslav 
Sirotkin, Yelena Bazhenova, Yuriy Katsman, and Yegor 
Glukharev (telephone/fax 158-69-09), in the “Currency 
Markets”’ column: “The Dynamics of the Dollar 


Exchange Rate May Change’”’] 
[Text] Sharp fluctuations in trends on the exchange were 
characteristic of the Russian currency market last week. 


Following a sharp increase in the rate of growth of the 

dollar exchange rate on Monday (by 12 points, to 

mark of 1,231 rubles [R] to the dollar), exchange quota- 

tions on the MMVB [Moscow Interbank Currency 
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decline in the exchange rate of the dollar 
points and then by an additional point the 
The week on the exchange ended at the level of 1,229 
in market trends were accompanied by a 
increase in the nominal activity of participants in 
as a result of which the average daily volumes of exc 
operations exceeded $100 million last week, and the total 
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exchanges had increased. On the other hand, the 
dynamics of the exchange rate of the dollar in Moscow 
and some regions entered a counterphase. For example, as 
the rate of growth of quotations increased on the MMVB 
at the beginning of the week, the exchange rate of the 
doliar in St. Pete: sburg continued to come down gently. 
On the contrary, a fall in quotations in Moscow was 
accompanied by a growth in quotations in St. 

This state of affairs is most likely due to the inertia of 
participants characteristic of regional exchanges. It 
brings about the emergence of a certain time lag between 
the actions of Moscow banks on the currency market and 
the appropriate response to them on the part of their 
regional colleagues. 


Banks Are Beginning Preparations for Drawing Up 
Yearly Balance Sheets 


As specialists indicated, an acceleration in the pace of 
growth of the exchange rate of the dollar in Monday 
trading on the MMVB was one of the possible scenarios 
for the development of the situation on the currency 
market following an unexpected rise in exchange quota- 
tions the Friday before last. This is why, in the greater 
scheme of things, there was nothing unexpected about an 
increase in the exchange rate of 12 points all at once. The 
subsequent resumption of a gentle growth trend in the 
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exchange rate of the dollar is also quite easy to explain. 
bs Tuesday exchange quotations, which had not 

compared to the preliminacy result, were at the 
level of | ,231 R/$, whereas on Wednesday the exchange 
rate of the dollar went up to 1,235 R/$. 


oe See Se 6S Se eee 
rs considerably more symptomatic; an abrupt 
change in the ratio of demand to supply at trading 
sessions was its main reason. This change occurred 
against the background of a rapid increase in the nom- 
inal activity of participants of the currency market. For 
example, the volume of orders to sell currency on 2 
December more than doubled compared to the corre- 
sponding indicator of the previous trading session and 
came to a record $160.4 million. In nominal terms, the 
level of demand was approximately $20 million less than 
the level of supply; however, the real gap between these 
indicators was approximately four times greater. This 
has to do with the fact that, as dealers testify, the 
combined volume of orders to buy currency by banks on 
Thursday came to as little as approximately $70 million; 
the rest of the demand was generated with the funds of 
the Central Bank. The latter thus sheltered the exchange 
rate against a sharp drop, accomplishing its task in 
restricting fluctuations of exchange quotations. 


Specialists recognize the impact of a seasonal factor 
among the causes of this substantial change in trends. 
The end of the financial year, which is drawing near, is 
compelling banks and their clients to convert currency 
assets into rubles in order to draw up balance sheets and 
pay taxes, which logically brings about changes in the 
demand to supply ratio. However, the fact that the 
change was so sharp suggests an attempt by some bank to 
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Therefore, Thursday became something of a turnaround 
day on the Moscow exchange market. At the last trading 
session, the ratio of supply to demand virtually did not 
change, and the rate of the dollar fell another 
point to 1,229 R/$. Nonetheless, in the opinion of 
specialists itis for now jure to refer to the emer- 
of a new in the exchange rate. This 
to do wit the fact that, st present, despite the 
al high activity of participants in trading, two to 
three large banks really account for about one-half of the 
orders to sell currency. At the same time, it is possible to 
surmise with a degree of certainty that if the ratio of 
demand to supply does not change at the beginning of 
this week, the downward trend in the exchange rate of 
the dollar will persist until the end of the year. An 
increase in import duties on goods which constitute the 
basis of mass Russian imports, to be introduced on | 
January, may be considered confirmation of this ver- 
sion. Importers who have been aware in advance of the 
harsher tariffs have most probably hastened to sign 
contracts ahead of time. In the immediate future these 
importers, preoccupied with @ search for a method to 
organize operations under new conditions, will hardly 
participate actively in trading on the exchange. 


Changes in trends on the Moscow exchange market 
brought about an increase in the range of dollar quota- 
tions in various regions of Russia (see Chart | [converted 
from bar graph to table]). Although by the end of the 
week the dynamics of the rate of the dollar on the 
exchange common for all of Russia became more defi- 
nite, the rate of the dollar on some exchanges (for 
example, on the St. Petersburg exchange) moved in a 
counterphase to that in Moscow during the entire week. 
By all signs, this is associated with the traditionally inert 
response of regional banks to events occurring on the 
Moscow market, as well as differences in rules for 



































purposefully speculate for a fall. holding trading sessions on various exchanges. 
Dynamics of Exchange Quotations at Foreign Exchange Trading Sessions 
Date Value of the rate Changes in the exchange rate Volume of sales 
of exchange compared to the previous 
trading session 

1. Moscow Interbank Currency Exchange, 29 November 1,231 +12 $94.91 million 
Moscow, Russia 
2. Currency Exchonge of St. Petersburg, St. 29 November 1,218 A $4.79 million 
Petersburg, Russia 
3. Urals Regional Currency Exchange, 29 November" 1,216 +16 $2.60! million 
Yekaterinburg, Russia 
4. Siberian Interbank Currency Exchange, 29 November 1,224 +14 $2.708 million 
Novosibirsk, Russia 
5. Asian and Pacific Interbank Currency 29 November 1,216 +5 $5.885 million 
Exchange, Viadivostok, Russia 
1. Moscow Interbank Currency Exchange, 29 November” 1,230 +5 DM2.27 million 
Moscow, Russia (722 R/DM) 
4. Siberian Interbank Currency Exchange, 29 November” 1,208 DMO0.25 million 
Novosibirsk, Russia (709 R/DM) 
3. Urals Regional Currency Exchange, 29 November 1,232 +19 DM2.42 million 
Yekaterinburg, Russia (723 R/DM) 
1. Moscow Interbank Currency Exchange, 30 November” 1,231 $73.25 million 
Moscow, Russia 
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38 RUSSIA 31 December 1993 
Dynamics of op Qa at Foreign E Trading Sessions (Continued) 
Date Value of the rate | Changes in the exchange rate Votume of sales 
of exchange compared to the previous 
trading session 
2. Currency Exchange of St. Petersburg, St. 30 November’ 1,218 - $8.51 million 
Petersburg, Russia 
4. Siberian Interbank Currency Exchange, 30 November" 1,236 +12 $2.139 million 
Novosibirsk, Russia 
1. Moscow Interbank Currency Exchange, 3 Noveuber” 1,230 . DM2.34 million (722 
Moscow, Russia R/DM) 
2. Currency Exchange of St. Petersburg, St. 30 November” 1,225 - DM1.155 million 
Petersburg, Russia (719 R/DM) 
4. Siberian Interbank Currency Exchange, 30 November” 1,215 +7 DM1.15 million 
Novosibirsk, Russia a (713 R/DM) 
1. Moscow Interbank Currency Exchange, 1 Decenber 1,235 +4 $77.75 million 
Moscow, Russia 
2. Currency Eschange of St. Petersburg, St. 1 December" 1,224 +6 $9.14 million 
Peterst “se 
3. Urals ng Currency Exchange, 1 December® 1,229 +14 $3.75 million 
Yekaterinburg, Russia 
4. Siberian Interbank Currency Exchange, 1 December” 1,235 4 $1.94 million 
Novosibirsk, Russia 
5. Asian and Pacific Interbank Currency 1 December” 1,234 +18 $2.744 million 
Exchange, Viadivostok, Russia 
6. Rostov Interbank Currency Exchange, 1 December" 1,230 +9 $1.895 million 
Rostov-on-Don, Russia 
1. Moscow Interbank Currency Exchange, 1 December” 1,226 4 DM3.27 million 
Moscow, Russia (718 R/DM) 
4. Siberian Interbank Currency Exchange, 1 December” 1,223 6 DM0.025 million 
Novosibirsk, Russia (716 R/DM) 
5. Urals Regione! Cervoncy Eachenge | December 1,213 19 1DMO0.84 million 
Yekaterinburg, R (710 R/DM) 
6. Rostov Interbank Currency Exchange, 1 December 1,218 DM0.376 million 
Rostov-on-Don, Russia (713 R/DM) 
2. Currency Exchange of St. Petersburg, St. 1 December 1,231 99 0.91 million Finnish 
Petersburg, Russia markka 
(221 R/Finnish 
markka) 
$. Asian and Pacific Interbank Currency | December” 4 +20 ¥ 14.9 million 
Exchange, Viadivostok, Russia (R112.4, based on the 
rate in rubles per 
¥ 10) 
|. Moscow Interbank Currency Exchange. 2 December” 1,230 ‘ $157.36 million 
Moscow, Russia 
2. Currency Exchange of St. Petersburg, St. 2 December" 1,230 +6 $7.22 million 
Petersburg, Russia 
4. Siberian Interbank Currency Exchange, 2 December 1,234 +1 $4.147 million 
Novosibirsk, Russia 
1. Moscow Interbank Currency Exchange, 2 December” 1,216 40 DM3.4 million 
Moscow, Russia (712 R/DM) 
4. Siberian Interbank Currency Exchange, 2 December” 1,209 rT DM0.629 million 
Novosibirsk, Russia (708 R/DM) 
1. Moscow interbank Currency Exchange, 3 December 1,229 “ft $126.59 million 
Moscow, Russia 
2. Currency oe of St. Petersburg. St. 3 December” 1,235 +5 $5.3 million 
Petersburg, Russia 
3. Urals a Currency Exchange, 3 December" 1,225 4 $7.01 million 
Yekaterinburg, Russia 
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Dynemics of Fechenge Quetioes te 
Value of the rate | Changes in the rate Volume of sales 
of exchange compared to (he 
trading 
4. Siberian Interbank Currency Exchange, 3 December" 1,231 3 $3.323 million 
, Russia 
5. Asian and Pacific Interbank Currency 3 December 1,227 7 $6.593 million 
Exchange, Viadivostok, Russia 
6. Rostov Interbank Currency Exchange, 3 December" 1,230 : $0.43 million 
Rostov-on-Don, Russia 
1. Moscow Interbank Currency Exchange, 3 December 1,230 +4 DM4.42 million 
Moscow, Russia (715 R/DM) 
2. Currency Exchange of St. Petersburg, St. 3 December 1,229 +4 DMO0.926 million 
Petersburg, Russia (714 R/DM) 
3. Urals Regional Currency Exchange, 3 December 1,222 +9 DM1.06 million 
Yekaterinburg, Russia (710 R/DM) 
4. Siberian Interbank Currency Exchange, 3 December 1,211 +2 DMO0.50 million 
Novosibirsk, Russia (704 R/DM) 
6. Rostov Interbank Currency Exchange, 3 December 1,230 +12 DM0.154 million 
Rostov-on-Don, Russia (715 R/DM) 
5. Asian and Pacific Interbank Currency 3 December 1,225 +1 ¥ 42.7 million (R113, 
Exchange, Viadivostok, Russia based on the rate in 
rubles per ¥ 10) 

















“Trading sessions held for the U.S. dollar 





** Trading sessions held for the Deutsche mark. The current official quotations of the dollar and the Deutsche mark by the Central Bank of Russia 


were used to calculate the exchange rate of the dollar 





**¥ Trading sessions held for the Finnish markka. The current official quotations of the dollar and the Finnish markka by the Central Bank of 


Russia were used to calculate the exchange rate of the dollar 





***5 Trading sessions held for the Japanese yen. The current official quotations of the dollar and the Japanese yen by the Central Bank of Russia 


were used to calculate the exchange rate of the dollar 





incidentally, unification of the rules for holding trading 
sessions will become one of the tasks of the Association 
of Russian Currency Exchanges. The decision to estab- 
lish it was made by representatives of six Russian 
cu rency exchanges at a meeting in Moscow that ended 
on 27 November. The creation of a mechanism for 
prompt exchange of information, the development of 
recommendations concerning conditions for the use of 
the infrastructure of currency exchanges for operations 
with other financial market instruments, and participa- 
tion in the preliminary expert review of legislative acts in 
the area of credit and monetary regulation will become 
other avenues of activity of the association. 


The MMVB Is Mastering the Market of ‘Soft’ 
Currencies 


Since the idea of the “ruble zone of a new type” retired 
into the shadows, the republics of the former USSR have 
come to face a new problem—the creation of a payments 
union. The pattern of its creation calls for mutual 
recognition of the national currencies of these states by 
member countries and use of these currencies in 
effecting multilateral clearing. In the words of Vladimir 
Mashits, chairman of the Russian Federation State Com- 
mittee on Economic Cooperation with Member States of 
the Commonwealth, the payments union will not be 
restricted to countries that have signed the Agreement on 
Practical Measures To Create the Ruble Zone of a New 


Type. All interested parties may join it. A draft docu- 
ment on the payments union should be coordinated at a 
meeting of the heads of government on 17 December in 
the capital of Turkmenistan, Ashgabat. 


In the opinion of specialists, the pattern for implemen- 
tation of the payments union will resemble the mecha- 
nism for mutual quotations of the national currencies of 
European Community countries. It is not ruled out that 
some semblance of the clearing or transferable ruble, 
whose circulation mechanism was refined in the times of 
the Council for Mutual Economic Assistance, will be 
created for mutual settlements between the republics of 
the former USSR. However, the Russian ruble rather 
than a synthetic monetary unit (similar to the European 
Currency Unit) will hold the place of leading currency in 
the new payments union. This assumption is favored in 
particular by the fact that the Russian ruble is without 
doubt the most stable monetary unit in the territory of 
the Commonwealth. 


For example, last week the exchange rate of the Russian 
ruble grew from 0.384 to 0.421 tenge per R100 in trading 
on the Kazakh Interbank Currency Exchange. In 
Belarus, the rate of the Russian ruble on the exchange 
stopped at the mark of 7.5 Belarusian rubles per | 
Russian ruble. Previously, the National Bank of Belarus 
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had canceled sessions on the exchange for two weeks, 
taking advantage of its right to interrupt exchange 
trading in the event that the rate on the exchange 
deviates from the results of the previous trading session 
by more than 10 percent. By all signs this particular 
circumstance became the decisive factor in the rate of 
the Russian ruble on the exchange in Belarus ending up 
substantially overstated; a cross-rate calculated on the 
basis of quotations of the dollar on exchanges in Russia 
~~ Belarus came to 5.9 Belarusian rubles to the Russian 
ruble. 


In general, the current condition of the Belarusian cur- 
rency market is a virtually exact replica of the situation 
on the currency market of Ukraine in the spring and 
summer of this year. Let us recall that the National Bank 
of Ukraine repeatedly took advantage of its right to 
suspend trading after the rate of the ruble on the 
exchange deviated from the results of the previous 
trading session by more than 10 percent. If trading 
sessions were held after all, quotations of the ruble on the 
exchange frequently increased 15-25 percent at these 
sessions. 


Trading on the Ukrainian Interbank Currency Exchange 
has now been suspended altogether; the official quota- 
tions of the dollar and the Russian ruble are substantially 
understated. As recently as the beginning of the week, 
they differed from market quotations by more than a 
factor of three. Nonetheless, under pressure from Ukrai- 
nian exporters, who are forced to sell 50 percent of 
export proceeds at the understated rate, the National 
Bank and the Government of Ukraine raised the official 
quotations of the dollar and the Russian ruble to 12,600 
karbovantsy/$ and 10.24 karbovantsy/R. At the same 
time, the Law on Amending Decrees of the Cabinet of 
Ministers on Foreign Exchange Regulation took effect at 
the end of the week; under this law, market quotations of 
foreign currencies in Ukraine may exceed official quota- 
tions by no more than a factor of two. Yet the real 
quotations of the Russian ruble in Ukraine settled at the 
level of 24-30 karbovantsy/R toward the end of the week. 


The crisis of the monetary systems of Ukraine, Belarus, 
and in part Kazakhstan, the main trading partners of 
Russia, has prompted a search for new ways to work with 
the monetary units of these countries. In particular, the 
Russian Credit bank sold to the Rosmestbank about 120 
million Belarusian rubles at the rate of 4.9 Belarusian 
rubles per Russian ruble on 3 December, with the 
cooperation of the MMVB, which acted as a financial 
broker. In the view of specialists, this transaction was 
entirely in the nature of a demonstration. In particular 
the Russian Credit is known on the market of “soft” 
currencies for developing, together with the Russian 
Stock Exchange, a draft for regular trading sessions for 
the currencies of the republics of the former USSR. 
Therefore, in addition to financial considerations (taking 
into account the results of trading on the Belarusian 
stock exchange, the profit of the Russian Credit from this 
operation came to about 50 percent), the sale of Belaru- 
sian rubles was an advertisement to attract currency 
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dealers as much as possible to operations on the rapidly 
developing market of national currencies. 


As far as the MMVB is concerned, brokerage services in 
the conduct of such transactions as a rule become the 
first stage in the organization of regular trading. In 
particular, regular trading in the Ukrainian karbovanets 
also began on the pattern of brokerage services. 
According to Deputy President of the Exchange Aleksey 
Osemnuk, this pattern will be operational until such time 
as the volume of orders to sell and buy Belarusian rubles 
reaches a level necessary for holding regular trading 
sessions. Holding trading sessions for the Kazakh tenge 
is an immediate prospect. 


Currency Traders Did Not Respond to Fluctuations in 
the Rate on the Exchange 


During last week the situation on the cash sales market 
was characterized by insignificant fluctuations of cash 
currency quotations used by retail and small-wholesale 
black market traders, as well as at the exchange centers of 
banks. In the process, the stabilization of the cash dollar 
occurred against the background of quite perceptible 
fluctuations in the rate on the exchange. Therefore, the 
existing situation was the direct opposite of that regis- 
tered in the second half of November (quite the opposite, 
at that time, noticeable changes in the cash rate occurred 
against the background of gentle changes in the 
dynamics of the rate on the exchange). 


At the beginning of the week the exchange rate of the 
cash dollar used by retail and small-wholesale traders in 
Moscow increased by an average of five points compared 
to the level before the weekend and came to 1,250 R/$ 
for purchases and 1,260 R/$ for sales. In subsequent 
days, changes in the rate in trading on the MMVB were 
virtually not reflected in the dynamics of quotations on 
the cash market: The exchange rate of the dollar on the 
black market fluctuated only insignificantly during vir- 
tually the entire week (on the order of five points). At the 
main locations of currency trading the rate stood at 
1,250-1,255 R/$ for purchases and 1,260-1,265 R/$ for 
sales. As usual, the buying and selling rates of the dollar 
used by wholesale currency traders were even less prone 
to all changes. On Friday the “telephone” exchange rate 
of the dollar on the cash sales market of Moscow came to 
1,250 R/$ for purchases and 1,255 R/$ for sales, that is, 
the margin between the buying and selling rates of the 
dollar used by wholesale currency dealers dropped to 
0.4-0.5 percent. 


In the opinion of specialists, a substantial cut in the 
margin made by wholesale currency traders, as well as by 
a number of the exchange centers of banks specializing in 
wholesale currency exchange operations is also associ- 
ated to a large degree with the development of the shuttle 
business. Previously shuttle traders operated with only 
smail deliveries of merchandise and, correspondingly, 
with small amounts of foreign exchange necessary to this 
end, whereas now the shuttle business has become 
medium- and even large-wholesale to a large degree. As a 
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result, early in the year a merchant needed an average of 
$800-$ | 000 for one shuttle trip, for example, to Turkey, 
whereas at present the minimum amount of currency 
taken abroad comes to at least $5,000. This became one 
of the significant factors which made it possible for 
wholesale traders to reduce the margin to an absolutely 
symbolic level. 


The cash exchange rates of the dollar used by banks did 
not undergo substantial changes last week either. Having 
increased in the days following the weekend by an 
average of 10 percent, they fluctuated during the entire 
week around 1,230 R/$ for purchases and 1,270 R/$ for 
sales. The regular decline in the average weighted rate of 
the dollar toward the end of the week is explained by the 
desire of bankers to sell the currency remaining at the 
end of the week faster (on Friday this rate came to 1,229 
R/$ for purchases and 1,266 R/$ for sales). A growth of 
the margin between the buying and selling exchange rates 
to between 7 and 9 percent due to substantial reductions 
in the buying rate was registered at a number of com- 
mercial banks (Rosmestbank, Russian Credit). The 
explanation for this strategy is that the sale of funds 
purchased at MMVB trading sessions through the 
exchange chains of these banks generates their main 
profits from currency operations. Bankers could derive 
substantial profits from such speculation, given that the 
difference between the cash and noncash dollar came to 
3 percent last week (in November this statistic dipped to 
the level of 0.8 percent). Speculations using the differ- 
ence between the noncash and cash rates of the Deutsche 
mark were even more profitable for the banks last week. 
On Friday the exchange rate of the mark in trading on 
the MMVB came to 715 R/DM, whereas at the same 
time banks sold cash marks on average for 760 R/DM, 
that is, with a profit of 6 percent. 


A relative stabilization of exchange quotations on the 
market of cash sales is most probable in the near future. 
However, if the emerging downward trend in the 
exchange rate continues, a certain drop in the exchange 
rate may also occur on the cash market. As usual, the 
main role in the decline of cash quotations will be played 
by the exchange centers of banks rather than retail and 
small-wholesale traders. Quotations used by the 
exchange centers are traditionally more dependent on 
changes in exchange indicators. 
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The range of cash currency rates at regional banks 
increased substantially last week. For example, while the 
dollar was sold in Moscow at 1,260 R/$, in St. 

its buying rate came to R1,285. The selling rates of the 
dollar used by a number of provincial banks even came 
close to the 1,400 R/$ mark (for example, at the 
AvtoVAZbank in Samara—1,386 R/$). Therefore, 
profits from the purchase of cash dollars in the capital 
city and their subsequent resale in the regions, with 
transportation expenses taken into account, came to 
R130 on the dollar for provincial banks which conduct 
active operations to buy cash currency in Moscow and 
sell it through their own chains, and for Moscow banks 
which have branches outside of Moscow. 


Current information on the status of the currency market 
in the territory of the former USSR is divided into two 
blocks. The first block (Chart 1) contains information on 
the dynamics of the exchange quotations of the dollar, the 
Deutsche mark, and the Finnish markka in wy, on the 
Russian currency exchanges. The second block (Chart 2) 
represents the results BA trading sessions on the currency 
exchanges of the republics of the former USSR which were 
effected on the patterns “Russian ruble—dollar,” 
“national currency—dollar,” and ‘national currency— 
Deutsche mark.” The results of the trading sessions are 
presented in the form of cross-rates of the ruble and the 
dollar calculated in wae | with the current quotations of 
the ruble and the dollar (the Deutsche mark) against the 
national currency of the republic in question. In addition, 
the chart provides the cross-rates of the Russian ruble 
against the dollar calculated on the basis of noncash 
quotations of the dollar against the national currencies 
established by the national banks of the republics for local 
commercial banks, as well as noncash quotations on the 
interbank currency market in the republics (in the process, 
the exchange rate was calculated on the basis of quota- 
tions used by one of the structures holding a leading 
position in this segment of the market). In addition, 
quotations on the exchange and the official exchange 
rates of the dollar and the mark of the Bank of Russia 
were used to calculate the cross-rate on the basis of the 
results in ‘‘national currency—Deutsche mark” trading. 


The information provided gives an opportunity to eval- 
uate the effectiveness of possible arbitrage transactions 
within the framework of each specific day of the week and 
to subsequently define the sphere of one’s interests in this 
area in line with the availability of partners in a particular 
region (for more details, see KOMMERSANT No. 44). 
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42 RUSSIA 31 December 1993 
Cross-Rates of the Russian Ruble nst the Dollar in National Currency Markets 

Bank/Exchange Date Tracing pattern Value of the rubje Exchange rate of the 
rate/cross-rate national currency 

1. Pareks-Bank trading session (Riga, Latvia) 29 November Russian ruble-dollar 1,252° 

2. Tallinn International Stock Exchange 29 November Russian ruble-dollar 1,251° 

(Tallinn, Estonia) 

3. Interbank Currency Exchange of the Bank of 29 November national currency-dollar 1,237%* 3,932 lits/$ 

Lithuania (Vilnius, Lithuania) 

4. Turkmen Interbank Currency Exchange 29 November national currency-dollar 1,190" 1.98 manats/$ 

(Ashgabat, Turkmenistan) 

1. Pareks-Bank trading session (Riga, Latvia) 30 November Russian ruble-dollar 1,252* 

3. ee er eee & 6 Sas 30 November national currency- 1,227 2.291 lits/DM 

Lithuania (Vilnius, ) Deutsche mark 

3. Interbank Currency Exchange of the Bank of 30 November national currency-dollar 1,236" 3.93 lits/$ 

Lithuania (Vilnius, Lithuania) 

5. Interbank Currency Exchange of the Republic 30 November national - 1,523 3,710 Belarusian 

of Belarus (Minsk, Belarus) Deutsche mark rubles/DM 

5. Interbank Currency Exchange of the Republic | 30 November national currency-dollar 1,626" 6,750 Belarusian 

of Belarus (Minsk, Belarus) rubles/$ 

6. Moldova Interbank Currency Exchange 30 November national currency-dollar 1,520 3.8 lei/$ 

(Chisinau, Moldova) 

3. Interbank Currency Exchange of the Bank of 1 December national currency-dollar 1,235 3,927 lits/$ 

Lithuania (Vilnius, Lithuania) 

8. Estonian Exchange (Tallinn, Estonia) | December Russian ruble-dollar 1,285° 

9. Currency auction of the National Bank of 1 December national currency-dollar 1,231 8.05 soms/$ 

Kyrgyzstan (Bishkek, Kyrgyzstan) 

10. Currency Exchange of the Republic of | December national currency-dollar 1,193 $1,537.5 coupons/$ 

Georgia (Tbilisi, Georgia) 

11. Rate for the sale of noncash foreign 1 December national currency-dollar 1,185 0.6061 lats/$ 

exchange of the Bank of Latvia (Riga, Latvia) 

3. Interbank Currency Exchange of the Bank of | 2 December national currency- 1,222" 2.276 lits/DM 

Lithuania (Vilnius, Lithuania) Deutsche mark 

3. Interbank Currency Exchange of the Bank of 2 December national currency-dollar 1,235 3.926 lits/$ 

Lithuania (Vilnius, Lithuania) 

5. Interbank Currency Exchange of the Republic 2 December national currency- oo 4,355 Belarusian 

of Belarus (Minsk, Belarus) mark rubles/$ 

$. Interbank Currency Exchange of the Republic | 2December | national currency-dollar 70 7,275 Belarusian 

of Belarus (Minsk, Belarus) rubles/$ 

11. Rate for the sale of noncash foreign 2 December national currency-dollar 1,195 0.6065 lats/$ 

exchange of the Bank of Latvia (Riga, Latvia) 

3. Interbank Currency Exchange of the Bank of 3 December national currency-dollar 1,234°* 3,924 lits/$ 

Lithuania (Vilnius, Lithuania) 

7. Kazakh Interbank Currency Exchange 3 December Russian ruble-dollar 1,250° 

(Almaty, Kazakhstan) 

7. Kazakh Interbank Currency Exchange 3 December national currency-dollar 1,354 5.7 tenge/$ 


(Almaty, Kazakhstan) 

















"In addition, the current exchange quotations of the dollar and the Deutsche mark in trading on the Moscow Interbank Currency Exchange were 
used to calculate the cross-rate based on Deutsche mark trading. 





The exchange rates were recalculated in keeping with the current official quotations of the national currencies against the Russian ruble. 





**¥ The exchange rates were recalculated in keeping with the current market quotations of the national currencies against the Russian ruble. 
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31 December 1993 RUSSIA 

Buying rate. Selling rate 
Russian ruble’ 1,230 (+16) 
English pound sterling 0.6731 (-0.0008) 0.6736 (-0.0007) 
Belgian franc 36.28 (0) 36.32 (0) 
Dutch guilder 1.932 (+0.0111) 1.933 (+0.0111) 
Danish krone 6.787 (+0.0065) 6.802 (+0.0115) 
Italian lira 1,722.2 (+25.9) 1,723.7 (+25.9) 
Canadian dollar 1.3292 (-0.001) 1.3302 (-0.001) 
Deutsche mark 1.7231 (+0.0123) 1.7241 (+0.0123) 
Norwegian krone 7.4735 (+0.0525) 7.4785 (+0.0475) 
Finnish markka $.80 (0) 5.84 (0) 
French franc 5.9205 (+0.0035) 5.9255 (+0.0055) 
Swedish krona 8.3974 (+0.0109) 8.4074 (+0.0168) 
Swiss franc 1.497 (-0.004) 1.498 (-0.004) 
Japanese yen 108.86 (+0.29) 108.96 (+0.29) 
ECU" 1.1182 (-0.007) 











The exchange rate of the dollar against national currencies on the basis of data from the REUTER agency as of 3 December 





“Official exchange rate of the Central Bank of Russia 





* Dollars per ECU 





Changes compared to 26 November are given in parentheses. 
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